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ROYAL COMMISSION ON DOMINION-PROVINCIAL RELATIONS 


VICTORIA, BRITISH COLUMBIA, MARCH 18, 1936 


The Royal,Commission appointed to re-examine the 
economic and financial basis of Confederation and the 
distribution of legislative pc-ers in the light of the 
economic and social developments of the last seventy years, 
met at the Parliament Buildings, Victoria, British Columbia, 
On Friday, March 16, 1938, at LOvs0 a.m. 

PRESENT; 

HON. CHIEF JUSTICE NEWTON W. ROWELL....CHAIRMAN 
DR. JOSEPH SIROIS ) 

) 
JOHN W. DAFOE, Esq. ) Commission: rs 

) 
DR. ROBERT ALEXANDER MackAY ) 

) 

PROFESSOR HENRY FORBES ANGUS ) 

Commission Counsel: 
James McGregor Stewart, Esq., K.C. 


Secretariat: 


Adjutor Savard, Esq. Acting Secretary 
R.M. Fowler, Esq. Legal Secretary 
Wilfrid Eggleston, Esq. Assistant to the 


Secretary 
FOR THE GOVERNMENT OF BRITISH COLUMBIA: 


Hon. Thomas Dufferin Pattullo, K.C., LL.D., Premier, 
President of the 


Executive Council 


Hon. G.M. Weir, B-A., M.A., D-Paed., Minister of Education 
Provincial Secretary 

Hon. G.S. Wismer, K.C., Attorney-General 

Hon. A.W. Cray, Minister of Lands, 


Minister of 
Municipal Affairs 


Hon. John Hart Minister of Finance 
Hon. K.C. MacDonald Minister, agriculture 
Hon. F.M. MacPherson, Minister of 


Public Works 

Minister of Labour 
Minister of Mines 
Commissioner, Fisheriss 


Hon. J.W. deB. Farris, K.C. Counsel 


. Dr. WeA- Carrothers, Chairman of the 
Economic Council. 
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Parlianent Buildings, 


Vaoterla, B.C.., 
March 18, 1938. 


MORNING SESSION. 


The Commission resumed at 10.30 A.M. 

HON. MR. FARRIS: Mr. Chairman, before I leave the 
question we were discussing, I might make a brief reference 
to the question that Dr. MacKay mentioned to ne yesterday 
about the $100,000 a year allowed British Colunbia in 
addition to the debt allowance and its implications 
particularly in relation to the reason two that I submitted 
as to the amount that British Columbia is claiming in 
rather itemized amounts in that connection. There are 
two observations I want to make. First, Mr. Chairman, 
that I think those figures show, perhaps, the fallacy 
sometimes of attempting to put figures in a definite amount, 
because it gives the impression of tying to those figures. 
They are really illustrative of the general principle we 
arc taking of the wide difference between the contributions 
to this province and the needs, and the contributions to 
the other provinces. But, particularly in regard to that 
$100,000 I wanted to make this observation. It is stated 
in our brief, and that is taken from Maxwell's book, that 
Sir George Cartier at the time hit on the ingenious device 
of giving British Columbia the $100,060 a year by tying it 
to the lands which were being granted and as reruneration 
for that, The only reason that would be considered a device 
was the fact that at that time it was considered that 
British Columbia was really under an obligation to give 
these lands. Subsequently the Martin Commission was 
appointed to investigate and report on that situation 
and that is set out in part in the brief of 1935 which I 
filed as an Exhibit, and I refer to pages 13 and 14, oat 
which Mr. Justice Martin's report is quoted in part. And 


I turn to page 14 at the top of the page in which Mr. Justice 
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Martin says this: 
m When viewed in the light of subsequent events, 
the many predictions for the failure of the enter- 
prise (that is the Canadian Pacific Railway) and 
the fears of financial disastcr, were entirely un- 
warranted." 

He already having intimated that that was the basis of 

why ww were required to give these lands. 
"The success of the Canadian Pacific Railway, 
almost from the beginning, has bcen phenomenal, and 
its influence upon the development of the whole 
country has surpassed even the most sanguine expect-~ 
ations of those who had confidence in the enterprise. 
It rendered possible the opening-up and the develop- 
ment of the Great North-west, the most productive 
wheat-producing area in the world, into which hundreds 
of thousands of immigrants have gone, cultivated the 
lands, produced wealth, and created a market for the 
manufactured products of other portions of Canada, 
The railway was for many years the one connecting 
link between east and west, and was during that 
time the greatest unifying factor in the country. 
While it has undoubtedly benefited British Columbia, 
aiding in its development and furnishing an outlet 
for its products, it has, as a great national 
undertaking, benefited the whole country to a much 
greater extent. Notwithstanding the national 
character of the undertaking, British Columbia has 
borne the burden of contributing large areas of 
her public lands to aid in its construction ~—= 
largely on account of the predicted failure and 
burdens to be created -~ and today is the only province 
of Canada which granted lands towards the building 


of the railway, national in its character. The 
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Intercolonial Reilway was provided for in thc dei ea- 
eration pact; it was a part of the price paid by 
Canada for the entry of the Maritime Provinecs into 
the Dominion, and no doubt the Province by the sea, 
as well as other portions of Canada, profited by 
its construction. The Maritime Provinces, however, 
contributed no lands to aid in building it; they 
have, it is true, contributed their share of the 
cost to Canada of the building of the road and of 
the deficits which were encountered in its operation, 
in the sare wey as the people of British Colunbia 
have contributed their share as citizens of Canada 
of the moneys expended in building the Canadian 
Pacific. The situation is one which, in my opinion, 
calls for a retiedy, and the remedy should be the 
restoration of the lands held by the Dominion in 
both the Railwey Belt and the Peace River Block, 
When this is donc, British Columbia will be placed 
in a position of equality with the other Provinces 
in respect of the cost of the construction of the 
Canadian Pacific Railway." 

Now, the point I am making is this: Once that was 
4udicially determined, and I think I might call that in 
effect a judicial determination, of course made by a judge 
but made by a judge sitting as a Commissioner, the Dominion's 
position mst of necessity be one for election. In the case 
of Alberta, Saskatchewan and Manitoba the Dominion in 
addition to restoring the lands appointed a Commission 
to determine what, if any, and how much remuneration should 
be given to these provinces for the time that they had 
been dispossessed of their lands. 

THE CHAIRMAN: Was it not to cormsider what should be 


allowed them for the land alienated? 
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HON. MR. FARRIS: Well, I take it for the alicnation 
and I teke it for any other forms of revenue or accounting 
for the Dominion. I an quite willing to put it cven on 
the grounds of alienation, because there has been alien- 
ation in British Columbia. The Dominion has never taken 
the position of allowing even an enquiry as to remuneration 
to British Columbia. It was not within the scopes of the 
Martin Cormission and that question has never been invest- 
igated. There can only be one position under those 
circumstances that the Dominion can take and that is to 
allow the $100,000 a year, which was nominally applicd for 
that purpose, to continue in actuality to be so applicd. 

It is on that basis. Now, if you look at the brief of 

1935 you will find that the presentation as of that date 

has put the argument in both ways. It has put in the 

claim of British Columbia because of the 60,000 population 
as against 120,000; it has also put in this claim for the 
accounting for the use of these lands by the Dominion and 
the ati sposition, I left the second part entirely out af 

the brief, taking the position in my own mind, whichI 

now state to the commission, that we were not entitled to 
have it both ways, nor was the Dominion to have it neither 
way, and the logical thing to do was to accept the historical 
situation plus the actual facts of what the Dominion did at 
the Martin Commission, and allow the $100,000 to stand where 
it has always stood on the records and that as today once 

it was determined that those lands should never have been 
put up by British Columbia -- 

THE CHAIRMAN: It has not bcen determined they should | 
never have been put up, Senator. That is putting a construct= 
ion upon the language -- 

HON. MR. FARRIS: They should never have been put up 


if the facts had been properly known. 
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THE CHAIRMAN: Surely that cannot be. The railway 
could not have been built without land grants or cash sub- 
sidies. 

HON. MR. FARRIS: The land grants were not given to 
any other portion and the C.P.R. did not accept -- 

THE CHAIRMAN: Yes, the land grants through Saskatchewan 
and Alberta, 25,000,000 acres. They did not gct those back. 

HON. MR. FARRIS: Yes, but the C.P.R. did not accept 
these lands in British Columbia. 

THE CHAIRMAN: No, but the Dominion gave the C.P.R. 
land grants and the Dominion got this in some sense to HheLp 
meet the situation. 

HON. MR. FARRIS: But here is the finding today as I 
have just read it. 

THE CHATRMAN: Quite, but thet does not say they never 
should have been put up. 

HON. MR. FARRIS: By the province, I would say yes, 
that must be the finding. It does not say that the grants 
should not have been used by the railway but it is an 
express finding that British Columbia was discrininated 
against in being required to put these lands up. 

THE CHAIRMAN: Well, if that is it, I do not agree with 
it, because lands were put up in Saskatchewan and Alberta 
end they did not get them back. And if we are not bound by 
agreements, as I think we are not, we are not bound by an 
expression of opinion. 

HON. MR. FARRIS: Well, this is more than an expression 
of epinteny It is a basis on which a determination was made. 

THE CHAIRMAN: Quite so. It is binding upon us to the 
extent that the lands were transferred back, and if you claim 
an accounting it may be the Dominion should give an accounting 
in pursuance of the claim put forward in the brief of 1935. 


I am not dealing with that at all. We may say you have a 
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right to an accounting. I express no opinion on that 
because I have not heard the argument on it. 

HON. MR. FARRIS: I have not presented an argument on it 
and I have stated the reason why. I say the Dominion has 
accepted a certain position in regard to this and we have 
let it go at that. But if there is any doubt about what 
t.is language means I would like to read it again, Mr. 
Chairman. 

THE CHAIRMAN: I have heard it. It does not change it 
by reading it twice. 

HON. MR. FARRIS: Except it may give more consideration 
LOoLUs 

THE CHAIRMAN: We will give most careful consideration 
to it. 

COMMISSIONER DAFOH: As I understand it what you are 
Saying is that the $100,000, which was really in addition 
to the subsidy, up to the Martin Report, thereupon became 
compensation for the alienation of the lands. It switched 
from one category to another. AmTI right in that? 

HON. MR. FARRIS: In so far as the public was concerned, 
as far as parliament was concerned, it was always allocated 
to the lands. 

COMMISSIONER DAFOE: Technically. 

HON. MR. FARRIS: More than technically because 
parliament gave sanction to it on that basis. But behind 
the scenes it is intimated that the reason that was done was 
for another purpose, but I say the other purpose ceases to 
have any validity once the Martin report shows what the 
real situation ought to have been from the start. 

COMMISSIONER DAFOH: And it then becomes eo ycnsction 

HON. MR. FARRIS: Yes. 

COMMISSIONER DAFOE: Actually as well as legally. 

HON. MR. FARRIS: I say, once the Dominion takes the 
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position which it did in the Martin Report as distinguished 
from the position it took in regard to the lands of the 
Prairie Provinces, that in preparing this case I accepted 
that situation and left the allocation of the money where, 
from the standpoint of all parties, it has been remaining. 

COMMISSIONER DAFOE: That was the position taken by 
Judge Bigelowe in his minority report in Saskatchewan, 

THE CHATRMAN: If that was really compensation for the 
lands, senator, and assume that it was, then when the lands 
were conveyed back all but 1,600,000 acres, should not 
there have been a proportionate reduction in the ariount 
to be logical? 

HON. MR. FARRIS: In the. amount? 

THE CHAIRMAN: Of the $100,000? 

HON. MR. FARRIS: That was not done in the case of the 
Prairie Provinces. Any allowances that had been previously 
made were never changed but additional grants were given. 
But I would say that if the only grievance that British 
Columbia had was on the basis of the time of Confederation 
that would be so, and that is why I say giving these figures 
sometimes misleads, The actual argument I have presented 
here, if it is sound, shows that the discrepancy of 60,000 
at that time, which was based on Hie difference between 
what we were surrendering, and obligations and what we got, 
has widened progressively from that time to this and the 
figures I have given here show that and I say that is the 
real basis of our claim. I could wipe out that No. 2 argument 
altogether, throw it by the board, and I think our position 
would be substantially as strong anyway, because it is on 
that broad principle, This is really a subordinate argument 
within that broad principle. 

Now, may I say, Mr. Chairman, before I proceed on thsse 
two other headings that, with the approval of the Commission 


what I wish to do is this: I do not want to close the door 
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to any comments finally at this hearing here by either 
myself or the Prime Minister after my remarks for the 
present are made. I would ask you to hear Dr. Carrothers 
Supplementing what I have said in regard to some of the 
econolliic aspects of the tariff ani also to include in that 
comments in regard to freight rates. And I wish to make 
this comment in that conection: I stated in regard to the 
tariff we were not here seeking the removal of the tariff, 
We recognize that as the policy of Canada ana recognize 

that all portions of the country must accept the tariff so 
far as our constitutional relations are concerned. There is 
a tariff board, there is a parliament to deal with these 
matters and I take it the same situation is so in relation 
to freight rates. There is the parliament of Canada 
functioning and there is the Railway Commission of Canada 
and that I conceive, as far as this Commission is concerned, 
freight rates, like the tariff and like the mountains, will 
have to be accepted for good or bad as one of the existing 
conditions of the country. 

THE CHAIRMAN: We cannot say to the mountains, “Be 
thou removed and cast into the sea® nor change the tariff 
or the freight rates. 

HON. MR. FARRIS: No, I take it that is the basis, 
and it will be on that basis that Professor Carrothers will 
Supplement what I have attempted to say in a general way. 

Then, in addition to that the heads of departments 
are being called, originally at the suggestion of the 
Commission itself, but incidentally as thcoir answers are 
given considerable light may be thrown on some of the 
problems that we have already been discussing. nd next, 
on top of that the municipalities are represented here. 

The Counsel for the City of Vancouver is here, He has 


consulted me from time to time in relation to what has been 
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done and while I have had nothing to do with the preparation 
of his brief, nor did I see it until after it was prepared, 
we do regard the submission of the municipalities sx part 

of the province‘s case on the basis of what I have already 
said. So all this comes, if I may put it, under my wing 

as counsel for the province and at the end of these various 
representations further summing up comments may be useful 

to the Commission, 

THE CHAIRMAN: Quite so. 

HON. MR. FARRIS: In the meantime I leave that part of 
the case and I deal now with these two headings which I 
put as further submissions and again I repeat as I said 
yesterday, Mr. Chairman, on that, that those two further 
submissions, I think, the unemployment relief one comes in 
mainly as part of the general case of all the provinces 
for readjustment, with certain specific conditions in 

British Columbia, that would come in under what might be 
termed "Better terms for British Columbia", 

THE CHAIRMAN: Owing to climatic conditions you suffer 
more than others, you say. 

HON. MR. FARRIS: That is the suggestion, yes, and we 
do not think that the benefits we enjoy in climate should be 
taken away frot is or charged up against us in that 
connection, 

THE CHAIRMAN: Should you not be willing to even up 
with the prairies? They have to stand the cold winters. 

HON. MR. FARRIS: They claim to have a more oxhilerating 
air than we have and so on. "Unemployment Relief"’Tais is 
on page 33: 

* Relief for unemployment has been dealt with in 
Canada in the past on the basis that it was a respon~ 
sibility primarily resting on the provinces and 


municipalitics. 
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It is submittcd that the tine has come when the 

responsibility for the care of the employables who 
re unemployed should be fully assumed by the 
Dominion for the following reasons:= 

One: The unemployment condition today is 
vastly different from that before the War. For 
years unemployment was mainly confined to three 
groups: The unemployable; those engaged in seasonable 
occupations; those out of work because of temporary 
conditions due to the cessation of an industry, a 
local calamity or some other isolated cause, 

Today, however, unemployment has assumed new 
aspects and presents new problems. No longer are 
the unemployable the majority of the unemployed. 
The problem is no longer sectional, seasonable, 
nor temporary. It is a definite national condition. 
It exists not only in Canata, but in the United 
States, Great Britain, and other countries. Unem- 
ployment has attained dimensions requiring treatment 
for the peace, order and good government of Canada. 

Two: The condition is now national in scope 
and presents problems of a national character with 
which only the Federal Government can properly deal. 
The subject of unemployment today presents three 
distinct problems:-~ 

(a) The immediate problem’of relief to the 

needy. 

(b) The problem of unemployment insurance to 

provide for the future. 

(c) The economic and industrial problem of 

reducing unemployment by providing 
pmploymnent. 


These three require action as parts of one 
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coordinated whole; and in this way can bc dealt with 
only by the Dominion, 

The necdy of today are the result of economic and 
industrial policies of the past. The employed of tomorrow 
will be indebted to the economic and industrial policies 
of today. Unemployment Insurance must be national to be 
effective, and it cannot logically or practically be 
divorced from the problem which makes it necessary or the 
policies affecting its existence. 

Three; Unemployment by its very nature requires to 
be dealt with by Federal power. If it is of general 
seriousness no other power is adequate. If it is partic- 
ularly serious in sections these localities are least able 
to bear the burden. 

Four: The provinces mrt have relief in the readjust~ 
ment of their relations with the Dominion. Within its 
limits in no other way can a more equitable form of 
readjustments be made. It automatically provides its 
benefits where and when they are most needed. 

Five: It is the most effective way to del with the 
problem of transiency. 

British Columbia has a special problem and 
special claim in this particular, This is due ty or Miia 
and attractive climate and to the beneficence of her 
legislation, and to the wanderlust which seems to bring the 
dissatisfied westward till they can go no furthor. For 
further discussion of the transciency problem in British 
Columbia I refer to Part IV., pages 130 to 142." 

Perhaps we should look at that for a moment. 

THE CHAIRMAN: Are you asking others to assume resp n- 
sibility because of the bereficence of your legislation? 

HON. MR. FARRIS: Yes, I think so. I am quite sure 


I could go back a number of years ago when I was in the 
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Governiucnt of this province, instances cane to ny attention 
at that time where, in the case of Mothers! Pensions, 
people had deliberately moved into this province to got 

the benefits of that; and while I have not chegked up on 
the figures in detail since that, there is no doubt that 
has continued, I am not going to read tt, but in the 
municipal brief you will find indication of that fact as 
well, &% page 130,Mr. Chairman, Dr. Carrothers has make an 
analysis here which indicates some of these conditions that 
have been coning on, by studying the institutions and all 
that kind of thing. I presume you would prefer we would 
read it rather than refer it to the Commission to read 
later? 

THE CHAIRMAN: If there is any particular point you 
wish to bring to our attention, you might <o so. 

HON. MR. FARRIS: It is all directed to the fact that 
the problem of transiency is a real one in British Columbia 
and must be considered. 

THE CHAIRMAN: I imagine it is. It has been brought 
to our attention in other provinces too, and no doubt it 
Will be in Alberta. They claim the problem is a serious 
one. 

HON. MR. FARRIS: The premier points out that it is 
because of this problem that in one of the recommendations 
he hes made the recommendation in regard to residency rules 
to be general throughout Canada. 

THE CHAIRMAN: You might read sufficient to give us 
an indication of the causes of the problem here. 

HON. MR. FARRIS: Well, I am not sure that I can 
summarize ite I will either refer it to you o% probably, 
have to read it. There are six or seven pages here. 

THE CHAIRMAN: Perheps Dr. Carrothers, when he coties 


to speak, could summarize it for us, as he has drafted it, 
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HON. MR. FARRIS: Very well, I will leave that for 
Dr. Carrothers. There are supplementary figures which he 
can give as well. Page 34: 

” In emphasizing that the Dominion should 

assure full responsibility for the employable 
unenployed, sight must not be lost of the fact 

that further provision should also be made for 
transients in the case of the unemployable. If the 
provinces and municipalities are to ccntinue to 
assume this service, some protection and assistance 
must be given this Province for the unemployables of 
other provinces who are coming here in increasing 
numbers" 

Now, insofar as I have dealt with this I have cmphasized 
the unemployables, but you will notice in the recommendation 
by the Prime Minister"“unenployment' without that distinction 
was used, and it was not my purpose in making the distinction 
to eliminate the other cases. My suggestion is this; That 
subdivisions of responsibility, part to one jurisdiction and 
part to another are undesirable generally speaking, so far 
as administration and organization are concerned, and I would 
not think it wise. In otherw ords, the primary reason for 
this readjustment, or one of the reasons, is that it 
naturally belongs to the Dominion under the present develop- 
ment of conditions, 

THE CHAIRMAN: Your proposition would carry you to the 
indigent, the poor, the ones who have always been a charge 
and who, under the B.N.A. Act, are necessarily a charge on 
the province. 

HON. MR. FARRIS: And I would say, properly so, taking 
them only, but once the field gets to be as big as it is now, 
where the main problem is not indigence as such ar the aged 


as such, but it is unemployment as we today understand it, 
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that there is not much sense in dividing up jurisdiction, 
that there are probably certain aspects that, frona 
practical and edrinistration standpoint, should be left with 
the province, but broadly speaking the whole question of 
uneriployment fits into onc organization and one only and if 
the Dominion is to undertake it they ought to do the whole 
thing. 

THE CHAIRMAN: Just on this point, because we recognize 
it is very important, the method of treatment of uncnployables, 
which includes all classes of unenployables, mentally and 
physically incapable of work,and so on, the method of dealing 
with those is quite different than the nethoa of dealing with 
unemployed. A certain section of those woulda be kept in 
homes, poor houses, -- we call then by a better name today. 

HON. MR. FARRIS: Mr. Chairnan, I agree with that, but 
nay I make this qualification to thet? That is so largely 
because of the present state of development of how the 
whole subject should be handled. But, as we look in the 
future the question of the aged and the infirm must be tied 
very closely to the question of insurance, that if it is 
the intention, and it seems it must be, of Canada and of all 
modern countries to try to deal with unemploynent not 
norely with palliatives for the present but as something to 
be anticipated and dealt with in the future, then, as I see 
it, what heretofor has been a separate, we might say, problem, 
the aged or the infirm, very largely merges into the schemes 
for the future dealing with the whole problem. You cannot 
make a distinction between insurance that is providing for 
the future for a man who is out of work when he is well and 
hardy and a man who gets out of work because age comes on 
hin. That all; in a properly devised schene,has got to 
merge in one common plan. Men are out of work today on 


account of age when they are forty-five, because they 
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prefer to pay younger nen, 

THE CHAIRMAN: Is that so in England? We were told 
by Mr. Brown of the Departnent of Labour that it was not so 
in England, that it was Separate administration, 

HON. MR. FARRIS: That nay be, but it scems to ne that 
as we look to the future we are all pioncers in this, we 
are coO-pioneers. 

THe CHAIRMAN: Quite. 

HON. MR. FARRIS: The Civil Service in this province 
will not take people into their eriploy after a certain age, 
the Premier mentions. And the question of unernploynie nt 
because of age, the period when it is because enployers 
prefer younger people and when it is because they think a 
man is incompetent, is becoming a very Shadowy one, and I 
do not see how it is practicable in the future to make 
these distinctions. And so I am suggesting taking it as a 
broad principle, looking to the future, the tendency ought to 
be more and more to coordinate all these schemes into one 
cormmion proposition, and the more you have these artificial 
divisions and the more you have a decentralization of control, 
the more it tends to defeat what ought to be the future 
treatment of this question. 

THE CHAIRMAN: Speaking on the broader issue, I quite 
recognize the force of your argument in connection with 
unemploynent insurances it must be a national scheme to be 
effective, but it may be we cannot have a national scheme by 
reason of the provinces being unwilling to agree to amendment 
and the Dominion not being willing to try to force it, If 
we do not get uncmployment insurance then we are in about the 
sane position as we have been in the past four or five years. 
Now, why do you say the Dominion should take the whole thing 


over when it is, under the B.N.A. Act, a distinct responsibil- 


ity of the province. 
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HON. MR. FARRIS: I can only repeat what I have said. 

THE CHAIRMAN: I can understand this arguncnt, it should 
be taken over because the province cannot efford to pay, but 
that is fiscal need. I an referring to the question of 
principle. 

HON. MR. FARRIS: I have enunerated the reasons here, 
1, 2, and 3, and I think they night exactly answer, Mr. 
Chairman, what you are asking me. That is, at page ine 
One and two point out the changes in conditions and that 

the problem is now a nation-wide one. 

TLE GHATRMAN: It is a nation-wiée onc, that is 
perfectly true, Senator, and it is an international one, 
that is perfectly true, but fortunately, or unfortunately, 
under the B.N.A. -.ct there are certain problems in its 
present construction which are really national that havebeen 
held to be provincial. What I want to get is why this, 
which is admittedly provincial under jurisdiction, should 
be taken out of the province and put in the Dominion, if 
we cannot have any unemployment insurance? Cannot 
unemployment relicf be better administered by the province 
and the local communities than by the Dominion? Is it not 
true that the closcr you get to the point of administration 
the more likely ey a be efficient? 

HON. MR. FARRIS: Your question is put as a hypothetical 
one on the assumption, I take it, that the Doriinion will not 
be able to carry out its present proposed policy 

THE CHAIRMAN: I say, assuming it is not able. I 
can understand without any doubt unenployne nt insurance, to 
be effective, must be national in scope, She Dominion must 
have control, but assume the Dominion cannot get control, 
has not got it yet, then I raise the question whether the 
adninistration of unemploynent relief cannot be nore 


efficiently done by those in the local cormmnity 
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in touch with the actual situation and in a measure 
responsible by way of taxation for the cost, than it can 
be done by control in Ottawa? 

HON. MR. FARRIS: I have not directed my mind to that 
question in that way, because I had not quite seen that it 
was going to turn out other than the present proposal at 
Ottawa or from what this Commission will propose, that 
we would be driven to this position. I would suggest this, 
I would like to consult -- I have had a whispered consultation 
with the Premier -- but I would like to consult him and have 
more time on it and answer it at a later time. 

THE CHAIRMAN: That is perfectly all right. 

HON. MR. FARRIS: Because I have been putting all the 
eggs in one basket, I have been starting out with the 
proposition that if possible it should be a national policy 
with corresponding powers, and if the alternative of that 
has got to be considered I would like to have further 
instructions because after all I must speak for the 
Government here and not my own views. 

COMMISSIONER MacKAY: Another question: might not 
the policy of the province or sometimes the policy OL 2 
municipality be responsible in some measure at least Tor 
the unemployment within its jurisdiction, within its 
territorial limits? For example, supposing a municipality 
by granting special favours induces a large industry to 
come in, the industry builds up a labour supply, perhaps 
the municipality has been unwise in inducing this industry 
to come in, the industry closes dowm and they have a lot 
of unemployed on their hands. Is that a Dominion 
responsibility? It seems to me there is some local respons~ 
ibility there, is there not’? 

HON. MR. FARRIS: I would say taking that as an 


isolated instance maybe there is. 
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COMMISSIONER MacKAY: Well how could you ask the 
Dominion to be responsible? 

HON. MR.FARRIS: But my answer to that is, you mst 
not split up reponsibility too much. You must in the first 
place determine, as a general principle, where should the 
responsibility lie. You must take it along the broadest 
lines you can. 

COMMISSIONER MacKAY: Probably you are speaking of 
responsibility in a different sense. You might say the 
Dominion tariff has been responsible for unemployment in 
all Canada, the same thing may have happened in a province 
or a Municipality and it created unemployment ina 
community, Now it seems to me if a province or a mnici- 
pality is responsible for creating the position, should it 
not have some responsibility for keeping the people. 

COMMISSIONER DAFOE: Or to put it another way: if 
you are going to turn over the whole responsibility to the 
Dominion for this, then has the Dominion the right to say 
that the province shall not adopt certain policies, the 
province shall not, for instance, deplete its raw materials 
too rapidly lestit create unemployment? 

HON. MR. FARRIS: Now, Dr. MacKay, let me see if I 
can ak my own mind clear on it. We sre just now talking 
about jurisdiction, not responsibility. 

COMMISSIONER MacKAY: Yes. 

HON. MR. FARRIS: We are assuming for the moment that 
iy ergument prevails and the general jurisdiction to deal 
with this question is federal, then the question of detail 
arises. I would submit then it would only be a question 
of detail, nssuming the Dominion has acquired jurisdiction, 
that it is making provision, generally speaking, for un- 
employment, how far it should be able to go and levy on 


some local province or municipality and say “You must 
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contribute to the general provision wo ere making because 
you have created it." 

COMMISSIONER MacKAY: I do not know of any circumstance 
in Canada in which that principle is applicd. 

HON. MR. FARRIS: Let us take to-day, for every local 
Situation of that kind that might happen by a municipality, 
how much more it happens in regerd to the tariff. Let us 
take the textile industry. It is fresh in our minds the 
different issues that have arisen there. At one time when 
the tariff reductions were made, as I recall it, these 
industries actually shut down. Now, that is an illustration 
of how on a vast scale a situation of unemployment may be 
created by changes in the tariff policy. 

COMMISSIONER MacKAY: It seems to me, if I may just 
point to the conclusion which seems to me to follow what 
I am saying, if what I em saying is correct, it seems to 
me that it is only logical to expect if the Dominion takes 
ower this whole field and bears the responsibility,then 
the province must be prepared to lose its autonomyin certain 
other respects. 

HON. MR. FARRIS: Ne more so than to say if 
unemployment had continued without its present national 
aspects and international aspects and unemployment then 
rested on the municipalities, it would never have been 
listened to for a moment that we should have gone to the 
Dominion and said "The municipalities and the provinces 
must have something to do with your tariff policy." 

COMMISSIONER MacKAY: That is the viewpoint of your 
argument in certain respects. You are asking compensation 
for the teriff in certain respects. However, that is aside 
from the point. That hes nothing to do with this argument. 

HON. MR. FARRIS: No, I think that analogy is quite 


foreign. One is the general tariff policy in its general 


— 
, oe 
en O69 3m xi di Og Ents 


J 


A 
oo wale wae to 7's 
* * 1 


a oz alg lo 2k4 Law ein in 


| TRS" ee 


= 
ee «, c > Bi 


; nich  SWde feb Pde ci 
i nigel 0 ¥ 


~~ 


» see By 


< abitibs wre see 


oF tis 
sbhsen 
Beli Gc: Sect’, one” .etsnges 
+ iv : : 


dciw Gh of satdioa 


“etlap A Cyilenp galls ‘Mulecr ‘= 0 7 
7 Wet ee 
Tevenég o@ oh ye mnt Logeme 


o127 


incidence. The other is the case of special incidences 
that happen from immediate variations. I would not have 
thought they were quite comparable. All I want to 
emphasize agein is that that is not a question of juris- 
diction, I say it is a question of detail as to how 

far arrangements should be made where special conditions 
impose an extra obligation on the general authority, 
whether they should not have the right to say in a case 
of that kind "You should help out in this particular 
case." 

COMMISSIONER ANGUS: To take an example, I think 
perhaps it would help Professor MacKay's argument, I 
suppose it would be admitted that if the province fixes 
its minimum wage average too high and created unemployment 
in that way -- it is a rather fantastic hypothesis, but 
suppose that happened -=- then if the Dominion were 
handling unemployment it would almost go without saying 
that it would have somc right to put pressure on the 
wrovince to bring the minimum wage average down. 

HON. MR. FARRIS: I presume they would make a 
complaint. After all, is not that how things of an isolated 
kind that might happen of that nature must always be 
adjusted, complaint and representation, plus the political 
voting power of those who may be affected one way or 
another. 

COMMISSIONER ANGUS: Would not you contemplate 
perhaps the right of asking to do something more than 
complain in a situetion of that mind? 

THE CHAIRMAN: The Senator probably would say, as 
Mr. Pattullo did, that the control of the wages and hours 
should be transferred to the Dominion. Tht is still 


subject to limitation. 


COMMISSIONER DAFOE: Subject to ean additional mergin 
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of local control. 

HON. MR. FARRIS: I do not see why the question of 

autonomy should come into this, any more than it does in 

any of our relations between the province and the Dominion, 
because there =re go many ways whereby one jurisdiction 
may, by taking some special action, affect the financial 
position of another jurisdiction. 

COMMISSIONER DAFOE: This is a proposal to change 
the present set-up in order to create a set-up from one 
jurisdiction to another. 

HON. MR. FARRIS: It is, 

COMMSSIONER DAFOE: And it should safeguard itself 
in regerd to it or it will be vulnerable. 

HON. MR. FARRIS: It would be no more vulnerable from 
that view than are the two powers to-day in this regard, 
one more instance in a hundred and one instances that might 
be given. 

COMMISSIONER DAFOE: It would create one more evenue. 

HON. MR. FARRIS: It seems to me there would be less 
danger of it in this instance than in some others. The 
Premier would like to say a few words on this question. 

HON. MR. PATTULLO: I thought perhaps I should make 
a statement because I followed this very closely. Senator 
Farris is not familiar with all that occurred at the various 
conferences held. This government has taken the ground 
consistently that the primary reponsibility of handling 
this unemployment problem should rest on the Dominion, 
not meaning at all and never have we stated that the 
province should not co-operate to the fullest possible 
extcnt in using the provinciel machinery to assist in the 
solution of the unemployment problem. I interpreted the 
statement made by the present Prime Minister of Ganeda as 


accepting, on behalf or the administration, responibility 
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for uncmployment. -- I have not finished, Mr. Chairman, -+ 
On the other hand the Right Honourable ifr. MacKenzie King 
has made observations to correct that impression. But 
consistently we have maintained thet they still have the 
responsibility of this, because the unemployment problem 
is beyond the possibility of the power of the province to 
cope with it by reason of economic conditions, by reason 
perticularly -- I am not speaking for the other provinces, 
I am speaking for British Columbia -- the metter of transi- 
ents coming into this province which upsets our whole 
economic position. Most of these transicnts axe young 
people. They get positions in preference to older people 
and the older people go on relief, people who have lived 
here a long time. Also people arc coming from the prairie 
provinces, I understand they have their expenses paid to 
get here and given a short time to live, a subsistence, 
and then they are on the province's hands. I am glad 

to sce them in one sense if we get help because they are 
coming probably to more favourable conditions and will 

in time become a great asset to this province end in that 
sense we very mach welcome them. I say that while we must 
meintain the position that Ottawa should take the main 
responsibility and give the lead to the rest of the 
provinces, set standerds to which the provinces mst 

live, as far as this province is concerned we are willing 
to co-operate to the fullest extent with the Dominion 
authority in that regerd. We do not think for one moment 
that we :re not going to make a seni nieubion 4m it. We 
cannot do it, but if Ottawa sets up the stand-rds we will 
endeavour to live up to them. At the present time Ottawa 
has been giving us some assistance, a lessening assistance 


each month. We do not know now what we are going to get 


next month. And in regard to these Ottawa agreements which 
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we have to sign, argument came up yesterday, I just forget 
what the reference was, it is a case of Hobson's choice. 
We sometimes sign an -greement we eranot possibly carry 
out, but there you are, Otte mekes you sign on the 
dotted line when you cannot carry it out. Ottawa knows 

it but Ottawa makes you Sign it to get it. Probably 

that is the reason of this $100,000 and the land business. 
The Dominion wanted it and we had to teke it. Ls I say, 
we want to co-operate with the Dominion to the fullest 
extent but the Dominion should take the responsibility, 
and yet our province will co-operate and we would be 

glad to administer the rules and regulations laid down 

by Ottawa. 

COMMISSIONER DAFOE: Would the contribution be in 
any respect financial or would it be administration? You 
Say the provinces are willing to contribute or co-operate. 
Would that involve a measure of financial responsibility 
or would it simply be you would put up the administrative 
machinery? 

HON. MR. BATTULLO: No, it would involve a measure 
of financial responsibility with the Dominion government. 
The Dominion government is giving less and less and leaving 
all the responsibility with us. I mentioned the Doukhobor 
problem. We did not bring the Doubhobors into the province, 
and yet during the present burnings and so on up there 
we had to put on a hundred extra policemen and keep them 
on severel months, a hundred a day, to look after them. 
Thet is quite illustrative of this unemployment relief. 
And with reference to unemployment there are many border-~ 
line cases. It is hard to say which are the unemployed. 
Under an agreement with the Dominion we ore making an 
extensive c ossificetion at the present time and doing it 


ourselves in co-operation with the municipalities. There 
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sre ecrtain pcople who used to be taken eare of by their 
friends through charity who are now definitely ect the 
Stage whcre they must be considcred unemployed. On the 
other hand there are some who can be considcred unemployed 
for a certain time. I suppose it is hard to havc a clear- 
cut classification and diffcrentiate because some people 
are unemployed at a certain time, but we ore carrying that 
out at the present time and we -re only to glad to do it 
with Ottawa, but we say Ottawa should assume a larger 
share. We are not asking for any disproportionate share, 
but should assume a certain responsibility for laying down 
certain standards and so forth and also in certain classi-~ 
fications should m-ke the total contribution, and that 

is transients who come here and do not quelify under the 
rules and regulations l-id down for residents, with regard 


to which I mide - recommendation Wednesday morning. 


(Page 5135 follows) 
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COMMISSIONER DAFOE: The proposition being advanced by 
the Senator was the control of the unemployment relief, 
that unemployment down to indigenecy should be a Dominion 
responsibility. If it were a Dominion responsibility, the 
responsibility for the contributions the provinces and 
municipalities make, would it be a proportion which the 
Dominion could determine? Would there not inevitably be 
an attitude by the provinces and the municipalities, that 
this was a Dominion responsibility, so let the Dominion 
atterc to it? Then, if the Dominion accepted full financial 
responsibility and the provinces or municipalities 
through their administration helped to administer it, would 
not the provinces or municipalities be inclined to take 
a very lenient view as to the amount of Dominion money 
which could be properly spent in those municipalities? The 
whole question is full of difficulties. In a case like the 
present where the Dominion government is free of the res- 
ponsibility, the Dominion government has not recognized it 
as a responsibility, has a good deal to support it. When 
you come to the point of saying the Dominion ought to accept 
the full responsibility for the whole thing, you are 
advocating the creation of a Dominion-wide organization, 
administercd from Ottawa, which I think, would be enormously 
expensive, and which might be inefficient, bccause it would 
lack the local knowlcdge and consideration which applies 
at the present time. It would scem to me that there has 
to be some basis of cooperation as potween yourselvcs. 


HON. MR. PATTULLO: I did not mean to imply that the 


Dominion would sot up an orgenizeation. 
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I was arguing the other way, I think, to be effective, 

it would have to be administered by the province. The 
Dominion has not its own organization at the present time, 
yet the Dominion pays the bill; we have been administering. 

THE CHAIRMAN; Mr. Premier, if I rightly interpreted 
what you have said, you would favour the present arrange- 
ment, if the Dominion paid a larger percentage. 

HON. MR. PATTULLO: Yes, there are certain details--I 
am speaking by and large. The Minister of Labour who 
has the responsibility for the administration of this Act 
is familiar with the details, and I woujd like to ask him, 
if I may, if he would make a few observations. 

HON. MR. PEARSON: May I say the observations which 
have been made by yourself and Mr. Dafoe, are, in my 
opinion, very well taken. If the federal government is 
responsible, financially, undoubtedly the Dominion would 
set up machinery to take care of it. As Senator Farris 
has pointed out, during the past five or six years, a 
new type of indigency has crept in which was never accepted 
as a responsibility of the province before. Before that 
time, the accepted definition of an indigent person was 
that of a person who was broken down, who had no friends, 
relatives, or any one who couid be of assistance to that 
person. These were the people who were taken care of by 
the municipalities or the provinces at that time. To-day, 
we have the type of person who is unemployable, no doubt 
due to the shortage of employment, and these people have 
become the responsibility of the municipality and the 


province. For the most part, these are people who are too 


old. This is true, especially in this province. Industries, 


such as the logging industry require young, virile men. 
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At forty-five, most of these men are not fit for employ- 
ment in this industry. Practically the same thing applies 
to the mining industry. A great deal of the industry 

in this province is essentially a young man's industry. 

Most of the men of forty-five or fifty years of age in 

this province are not fit for any other type of occupation 
in a province such as this. Then, there is the man who 
gets slightly disabled in one of these industries, and this 
man cannot go back again. This has created a new type of 
4ndigency because there is a lack of variety of occupation, 
and because the men are either too old or slightly incapaci- 
tated; they cannot go back. It is the feeling in this 
province that this is one of the classes which should be 
included in theYesponsibility of the federal government, 

The same considerations apply in the matter of transiency 
which is a most serious problem in this province. So far 

as this province is concerned, if it were not for transiency-- 
these young transients who are securing occupation in oux 
industries--most of the men could go back into our industries, 
except those who are incapacitated. This province would 

not have a shortage of jobs for men capable of going back 
into industry during the past two years. The young men have 
taken the jobs, as the premier has said, and the oid2r men 

or those who are incapable of carrying on have become a 
responsibility. Unquestionably, the question of transiency 
has to be settled. I pointed this out at the conference 

of prexiers in 1934, before we had reached this stage, if 

the question of transiency were settled, British Columbia 
‘yould be the first to feel the revival of industrial progress 


and if it were not, this province would be the last to 
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see the end of unemployment relief. We still feel the 

same way about it. We would like to see the Dominion govern- 
ment accept definite responsibility for that problem. ‘hat 
we want done is this; we want the scope of the federal 
government increased to take in these various classes in- 
stead of being narrowed down to the very narrow classes 
which are included at the present time. The federal govern- 
ment should accept a larger percentage of the financial 
responsibility for taking care of all of unemployment re- 
lief in these different classes which we have mentioned. 

The administration of it should be left in the hands of 

the provinces, and the provinces could delegate some of 

that responsibility to the municipalities. I guite agree 
with the view expressed, that the administratiom of this 

is handled best by the authority in closest contact with 
the problem. 

THE CHAIRMAN: Just one question, you say if the 
Dominion would assume greater responsibility for greater 
classes--I assume you are referring to the recent classi- 
fication of those going on relief? 

HON. MR. PEARSON: Yes, but, so far as the great 
problem of transiency is conccrned-- 

THE CHAIRMAN: Oh, I know that is 4 different matter. 

HON. MR. PEARSON: When we come down to the unemploy- 
ability of men, which is a different type of indigency from 
the unemployed, the Dominion government should extend its 
responsibility to that class, also. This would leave with 
us, responsibility for that definite class of indigency 
created through physical or mental handicaps. 


THE CHAIRMAN: At the present time, the Dominion only 


contributes unemployment relief to those who are unemployed 
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but not unemployable. 


HON. MR. PEARSON: Yes, but it is true there has been 
a certain leniency shown during the last few years. Even 
the federal government has not been drawing quite as fine 
a@ line as it used to draw. However, it has accepted 
responsibility only for those who are definitely employable. 

COMMISSIONER MacKAY: You think the system used, 
with respect to old age pensions, whereby the Dominion pays 
a large contribution, but lays down fairly strict condi.cios 
concerning the payment of old age pensions--do you think 
that system is, in general, applicable to the problems 
which you have in this matter of indigency. 

HON. MR. PEARSON: My own viewpoint is that the 
correct way to deal withthis is by the method of setting 
up minimum standards, especially set by the Dominion govern- 
ment. This would overcome, at least I think it would 
overcome, the problem of the whole Dominion agreeing to 
a scheme with the Dominion government. It would ba the 
same as .i7: now doeswith old age pensions. However, of 
course, they go further in the matter of old age pensions 
and definitely set the standard. My suggestion is that 
the federal government should set a standard to which 


the provinces must adhere if they are to receive assistance. 


The assistance would be in ratio to the amount expended by 
the province. This would allow for a different standard 


in each province which would be needed as there are, 


at the present time, different standards of living in this 


Canada of ours. If the assistance was put on 4 standard 
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basis throughout, then the province which had a high stan- 
dard of living would be in a less favourable position so 
far as this service was concerned. 

HON. MR. PATTULLO: I think in the last part of his 
remarks, Mr. Pearson made the situation very clear, namely, 


that the Dominion take the lead and set a standard. So far 


as this province is concerned, we will cooperate to the fullest 
possible extent, but the Dominion would have to take a 

larger share of the cost than it does now. This government 
does not know what the Dominion will give it for next year, 

our next fiscal year commencing in April. It may be less than 
the Dominion is now contributing. I remember two years ago 

the Dominion was going to cut off all relief in the month 

of July, and I said," You won't be cutting it off for twenty 
years." 

THE CHAIRMAN: There are four possible methods of 
Gealing with the gudstion : One is the present method. 
Another method of dealing with it would be through the 
medium of unemployment insurance, should it become law, 
that is. if the Dominion should be given the jurisdiction 
to deal with unemployment insurance. I understand Senator 
Farris contends that in that case unemployment aid should 
be administered with it; I would just like to get your 
views upon this matter. Perhaps you would prefer to confer 
on it and let us know your views at a later date. 

SENATOR FARRIS: I was just putting our argument in 
abstract form. You are getting it now from the government, 
and it is conerete, of course, they are the governing OnéSe 

THE CHAIRMAN: Let me put this proposition to you, so 


we will have the benefit of your views upon it. There is 
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the possibility of continuing the present setup, but with 
the adjustments which might be made between the provinces 
and the Dominion so far as contributions are concerned; 

that is one. Secondly, thcre is the possibility of Dominion 
unemployment insurance, following an amendment to the B.N.A. 
Act. This might leave the province to look after all others- 
with a grant from the Dominion or without, as the case may 
be. The third proposition is that the Dominion might become 
responsible for unemployment insurance, and also become 
responsible for unemployment aid, and administer it with 
unemployment insurance. The payments from unemp!oyment in- 
surance only last for a certain number of weeks, and when 
that period has expired what is a man to do? Should he 

be looked after by the Dominion or should the primary re- 


sponsibility for that rest with the provinces 


HON. MR. PATTULLO: It is for this very reason that 
recommendation number nine was put in. I say, "The Dominion 
should exercise exclusive jurisdiction over unemployment 
jmsurance, but it is suggested that before any measure is 
submitted to the Dominion Parliament, the text thereof 
be submitted to the provinces. It is for this very reason 
that number nine was inserted, in order that we could make 
suggestions following along the line which your Lordship 


has suggested. 


THE CHAIRMAN: It seems to mo that the two things are 
entirely different. One is the Actwhich should be amended 
to give the Dominion jurisdiction, and the other is the 


form which the unemployment insurance legislation should takee 
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I do not know how you can tell the form which the legis- 
lation will take before the Dominion has jurisdiction. If 
the Dominion has jurisdiction, it must be in a position 

to amend the Act from time to time. It is perfectly true 
that to do that, it might get suggestions or advice from 
the provinces, if they care to give it. 

HON. MR. PATTULLO: All I was suggesting is, "Let us 
have <« look at it before it is submitted to Parliament, so 
that we can temper the legislation, It may be that we have 
LO Quvhorlty, whatever, but because of this larger question 
of unemployment as a whole. 

COMMISSIONER ANGUS: I would like to ask Mr. Pearson 
a question about the new category for unemployed people of 
forty-five who can no longer be employed. It might be said 
that unemployment of this character is really a concealed 
cost of the industry. The industry itself, in operating, 
is producing that new category of unemployed. As one of its 
costs, the burden of it should be borne by the industry 
which produces it. If that were done, whether the matter 
were controlled by the Provincial or Dominion government, 
the cost would come back to the same point; it would not be 
borne out of taxation spread over the whole of Canada. 

HON. MR. PEARSON: It is true that industry might be 
asked to carry this charge as part of their cost, but, in 
my opinion, this would be a difficult process and can be 
much more satisfactorily covered through the ordinary 
course of taxation. 

THE CHAIRMAN: I did not quite get through with the 
fourth proposition, so I would like to put that now. I 
was suggesting the third proposition which was the case 


of the Dominion having had the power to enact unemployment 


insurance legislation and being responsible for unemployment 
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aid, but leaving to the provinces the responsibility for any 
further unemployment, and, of course, all indigents and 
unemployables. The fourth proposition is the one which I 
understood Senator Farris to present to us in his argument, 
that the Dominion should take over the whole unemployment 
problem and become responsible for the whole financial 
burden as well as for the administration. 

HON. MR. FARRIS: Mr. Chairman. I have already suggested 
that a further, definite statement would be made. I think 
it would be advisable to mak.. one statement later, which 
would cover the whole field. 

With that understanding, I could leave that for the 
moment and deal with the next subheading at page 34 of my 
Brief of Arguments 

"The Pacific Great Eastern Railway is now 4 
provincial government-owned railway. It extends from 
Squamish at the head of Howe Sound to Quesnel on the 
Fraser River, a distance of 348 miles. Squamish is 
35 miles from Vancouver, and connection is made 
by steamers operated by the Union Steamship Company." 

I might say, the freight connections are made by @a 
tud and barge operated by the railway company itself. 

'"The Pacific Great Eastern Railway Company was 
originally a privately-owned enterprise. The promoters 
and the original builders were Foley, Welch, & Stewart, 
a firm of reilway contractors and puilders. The 
construction of the road commenced in 1912. The 
scheme was for the construction and opcration of the 
road from North Vancouver to Prince George on the 
linc of the Grand Trunk Pecific Railway, a distance 
of 470 miles. Foley, Welch & Stcoweart had been en- 


geged in a large way as contractors in the construction 
of the Grand Trunk Pacific Reilwey and were closely 
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“identificd with the officers of that company. The 
Pacific Great Eastern proposal was developed by the 
promoters in close collaboration with the Grand Trunk 
Company and the Government of the Province. It was 
recognized that the success of the scheme partly de- 
pended on traffic arrangements with the connecting 
line, the Grand Trunk Pacific. An agreement dated 
January 23, 1912, was entered into between Foley, 
Welch & Stewart and the Grand Trunk Pacific Railway 
Company. One clause of the agreement provided:—-'All 
passenger, freight, express, and mail traffic origin- 
ating in the line of the Grand Trunk Pacific Railway 
or the Grand Trunk Pacific branch lines, and destined 
to Vancouver or points on the lines off the Pacific 
Great Eastern Railway, the routing of which is under 
control of the Grand Trunk Pacific Railway, shall 

be routed over the Pacific Great Eastern Railway; 

the rates and tolls, and apportionments thereof for 
such routing, to be as agreed upon between the 

Grand Trunk Pacific Railway Company and the Pacific 
Great Eastern Railway Company, subject to the approval 
of the Board of Railway Commissioners for Canada and 


the government of British Columbia, so far as their 
respective jurisdictions extend in the premises.’ 
The agreement further deals with inter-exohange 
of express and telegraphs on the Grand Trunk Pacific 
system and the pacific Great Eastern, and further 


provides that the agreement is to be binding upon 


the respcctive successors of the Grand Trunk Pacific 
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"Railway Company and upon the several heirs and assigns 
of the builders of thc Pacific Great Eastern--Foley, 
Welch & Stcwart. 

The Pacific Great Eastern Road gave promise of 
opening up e large area of timber country beyond 
Squamish, the farming arcas of Pemberton Meadows, the 
rich mining area of the Bridge River end Cariboo Dis-— 
tricts, and the farming and grazing areas along the 
Fraser to Prince Gcorge. It was also in comtemplation 


that the Railway should be extended from Prince George 


northward into the Peace River District. 

The government of the province, with the desire 
to open. up and develop these important areas of the 
province, and with thc assurance of the success of 
the venture, because of the possibilities of the 
country along the line and because of the very import- 
ant traffic agreement with the Grand Trunk Pacific, 
made an agreement with the Foley, Welch & Stewart 
Company whereby the province guaranteed the securities 
of the railroad to the extent of $35,000 a mile for 
450 miles of the line. The Provincial Statute, 
Chapter 36 of 1912 authorized the Pacific Great 
Eastern Company to build and operate 4a railway from 
North Vancouver via Squamish to Prince George. By 
Chapter 65 of the Statutes of 1914 the Company was 


further authorized to extend the line to the Peace 


River Block. 


The agreemant of guarantce of #35,000 a mile and the 
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“agreement providing for traffic arrangements with 
the Grend Trunk Pacific Company werc cach “ratified, 
confirmed, and declared to be legally binding" by 
Chapter 34 of thc Statutes of 1912, and the agree- 
ments were set out in full as Schedules A and B to 
the Statute. 

In 1914 the guarantce was cxtended to include a 
mileage of 480 milcs, and provision was made for an 
additional security of $7,000 a mile or a total of 
$42,000 i. mile for 480 miles, amounting to $20,160,000. 
These securitics have been issucd in full and are now 
an outstanding liability of the province, and through 
War conditions and other difficultics the contractors 
were unable to complcte their contract, and in 1918 
the government of the province was compclicd to take 
over thc company, its assets and liabilities." 

THE CHAIRMAN: Senator, just on that contract, the orig- 
inal contract was with Foley, Welch & Stewart, was it not? 
HON. MR. FARRIS: Yes, Mr. Chairman. 


THE CHAIRMAN: How did they get relief from their 
personal liability? 
HON. MR. FARRIS: That is a long story; it happened 


when I was in the government and. After Mr. Brewster died, 


Sir John Oliver took his place. The government was elected 
in the election of 1915, and the first session was held 

in 1916. One of the first Acts at that session was to appoint 
a committee of the House to investigate the condition of 

the P. and G. Railway of which I was the unfortunate chair- 


man. It was a very long and very trying procadure. Foley 


& Welch were Americans; the other member of the firm was 
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General Jack Stewart who was, at that time, in France in 
charge of Railway construction for the British Government, 
the British army. The railway started at Squamish and it 
ended at Quesnel or somewhere in that vicinity. A great 
many settlers were dependent upon it, and it was being 
operated as a construction road. As a great many settlers 
were dependent on that road, the situation was a very 
critical one. I think it was in the middle of winter that 
the railway ceased operation. Mr. S. Aumayier who was, 

at that time, one of the leading counsel in British Columbia 
was counsel for the Government in the action. Once the 
government started to tamper, by legisletion, with the 
contract which had been made a statutory contract, the 
government was advised that it might get judgments in this 
country, but to enforce those judgments under American 
jurisdiction would be a very difficult matter. 

I am speaking from memory; I have not told this story 
in fifteen years, at least. In addition to that, we could 
not serve the General with a writ, and he never was served. 
Something had to be done; the road had to be taken over 
ana the operation of it carried on. The result was that 
a settlement was madc, under the circumstances, between 
Sir John Oliver, as Prime Minister, and representatives of 
Foley, Welch & Stewart. The sottlement was effected and 
the road taken over by the province. 

THE CHAIRMAN: Was it afterwards that the name was 
changed to the P.G.and E? 

HON. MR. FARRIS: No, they had a company incorporated. 
My recollection is that the settlement went through by the 


unanimous vote of the legislature at that time. Mr. Bowser 


was leader of the opposition at that time. He had been 
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the Attorney-General when Sir Richard McBride was Prime 
Ministery and at the time the agreement was formed. 

HON. MR. PATTULLO: I think it is as you say, Mr. Farris, 
I do not think that at that time there was a single Liberal 
in the House. The agreement was unanimous, I think, in 
fact, Mr. Bowser wrote a letter, as I remember Det giving 
his consent. 

THE CHAIRMAN: I can only speak from recollection of 
the press reports but was there not a good deal of money 
lost in connection with it? 

HON. MR. FARRIS: Yes, the serious situation was, Mr. Chai. 
man, that under conditions which developed the government-- 
however, as I say, I am speaking now on behalf of 4 
situation which confronted a Government of which our 
pastime used to be to attack very vigorously. The situation, 


as justified by that government, was that it was a war 


situation. The contract had been made under circumstances 
by which Foley, Welch & Stewart were supposed to put up 


their money pro rata with the government. This arrange- 
ment was not carried out. The result was, as I say, that 
Foley and Welch were Americans, living in the United States, 


and the other member of the firm was the General in 


charge of railway construction in France for the British 


government. The situation had to be met in the best 


manner possible. I am not here to criticise or support 


the wisdom of the then-government. I think that we can 


say that, wisely or otherwise, they did the best they could 


under the circumstances, that is about all we can saye 
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"The road is now completed from Squamish to 
Quesnel, and is operated by the company which is 
Owned and controlled by the province. The road was 
originally completed to a point shortly beyond Quesnel 
and also 17 miles from Prince George south, leaving 
a gap of 45 miles upon which there was no steel, but 
grading was completed. The road was also completed 
from North Vancouver to Howe Sound or thereabouts, and 
for a time was operated as an interurban service. 

This portion has been discontinued, and the constructed 
portions between Prince George and Quesnel have been 
abandoned. There is on this portion now 75 miles to 
be completed. One reason for not completing the line 
to Prince Georges has been that the province was 
deprived of the prospective benefits of the connect— 
ion of the road with the Grand Trink Pacific, and 
the prospects of making its railway the Pacific 
outlet at Vancouver fer the Grand Trunk Pacific 
transcontinental line." 
There is no doubt that in the promotional days of 
this road this agreement was regarded as a very valuable and 


importent asset or factor in the scheme. 

“This was due to the fact that the Canadian Northern 
had obtained its outlet to Vancouver by way of the 
Thompson and Fraser River Valleys. When the Dor-inion 
amalgamated the Grand Trunk and the Canadian Northern 
into the Canadian National system, the value of 
the P.G.E. Reilway Company's treffic agreement with 
the Grand Trunk was completely destroyed. The result 
has not been only to preclude complction of 

e | 


the road to Prince George, but to make impossible a 
present | 
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"profitable opcration of the road as constructed and 
to postpone indefinitely the entry into, and opening 
up of, the Peace River country. 

The present total investment of the province in 
this railway including interest is $78,000,000. (See 
Hon. John Hart, Budget Speech, November 10, 192’. 


His figures less interest compounded.) This total 


is made up as follows:" 


In that respect, Mr. Hart's figures are higher than 
the figures which I have given. His estimate is based 
upon coumpounded interest and the figures which appear 
here are actual outgoing money and interest, set out, 


not compounded. 


"Advances to the Railway as the 
result of borrowing $16, 919,521.04 


Advances to the Railway as the 
result from consolidated revenue 2yOIS, 998.09 


Interest advances from consoli- 
dated revenue for interest pay- 
ments on guaranteed stock and 


bonds. 17, 464,543.82 
Interest payments for sundry 
loans 20,054, 482.76 
Discounts in connection with 
the sale of debentures 612,071.53 
Amount of guaranteed obliga- 
tions 20,160,000.00 


Total Investment of Province . 
in P.G.E. $77,809,577 .24 
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In 1926 there was an operating loss of $275,000. 


There has been an improvement every year since, 


year since 
In 1932 the operating loss was $68,000. 


In 19 : there was a net operating 


profit of 115,000. 


In 1937 there was a net operating 


profit of 63,000." 
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THE CHAIRMAN: How about Maintenance? 

HON. MR. PATTULLO: Some of the bridges had to be 
renewed, and that was done partially out of capital ana 
partially out of the profit of the railway, but ordinary 


maintcnance was out of profits. 
HON. MR. FARRIS: I will continue to read at page 36 
of the Brief of Argument: 

"These figures reflect the increased development 
of the area served and particularly the benefit 
derived by the railway from the gold-mining industry 
of the Cariboo and Bridge River Districts. 

During the War the Dominion Government established 
a policy of acquiring certain smaller railways under 
the authority of the Branch Line Act, 1915, Chapter 16. 
As a result of this policy the Dominion has taken over 
@ number of railways, as appears in the following 
table:--" 

I will not read the table. The amounts are, of course, 
very much less than the ones which we have dealt with. 
| "The total Dominion investment in all Railways 
and Rolling Stock as of March 31, 1934, was $1,205,000,00 

It is submitted that it is in the interests of 
Canada that this railway should be completed to 
Prince George and from there northward, so as to give 
a Pacific outlet through the Ports of Prince Rupert 


end Vancouver to the Peace River Country. It is 


gubmitted that the Pacific Great Hastern Railway and 


the proposed extensions should form part of the 


Canedian National Reilway or should be operated under 
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"the joint control of the Canadian National and the 
Canadien Pacific Railway Companies. 

It is submitted that there is an obligation on 
the part of the Dominion to give effect to thcse 
proposals for the following reeasons:-- 

One: It is in accordance with the policy of the Dom- 
inion already in force in other parts of Canada by 
which large sums have been invested for the con- 
struction and operation of branch lines, main lines, 
and canals. 

Two: It is the only possible solution of the 
problem of the Pacific Great Eastern. 

Three; It is the only way to have the road extended 
into the Peace River. 

/our: The completion and extension of the road will 
increase its carning capacity and will serve as a 
valueble feeder to the Canadian National. 

Hive: It will provide a necessary outlet to the 
Pacific for the Peace River. This in turn will open 
up a valuable portion of the Dominion for agri- 
cultural -°ttlement and industrial development, which 
will be for the general advantage of Canada. 

Six: The national system can operate the road as 
part of its organization more effectively and econ- 
omically than is possible under existing conditions. 
Seven: It will give some measure of relief to 
British Columbia to mitigate the unfair disadvantages 
under which she has suffered. 

Bight: There is a direct obligation on the Dominion 
because the railway policy of Canada has destroyed the 


traffic arrangement which was the basie condition 
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"on which the enterprise was undertaken." 

COMMISSIONER DAFOE: Senator Farris,this is a case 
where two private companies made a deal, the one with 
the other. 

HON. MR. FARRIS: You are referring now, to which 
agreement? 

COMMISSIONER DAFOE: The Grand Trunk Pacific, and 
the P.G.E; they were private companies, really. Then, 
they both got into difficulties, and one had to be taken 
over by the Dominion government, while the other was 
taken over by the province. The Dominion government had 
to also take over the Canadian Northern. It was forced to 
do this to get a connection with Vancouver. I find it 
difficult to see that there is a question of dbligation 
as between the Dominion and provincial governments under 
these circumstances, an obligation which would come 
within the scope of this Commission. There may be a very 
good business argument for this, that is an aspect which 
is set forth in the argument, in the summation. If there 
is a good business argument, if it is desirable or profit- 
able, then on that basis it could be presented, presumably. 
but the presentation which is given as an obligation of 
the government--I am not convinced there is an obligation 
on that basis. I do not think we should compel the Dominion 
government to do something which, from a business stand- 
point, it may not find economicai or profitable, from the 
Dominion viewpoint, 

HON. MR. FARRIS: It is not suggested that it is a 
legal cbligation or an enforcible obligation. What is 


meant by that statement, and, I think with deference it 


has some force for consideration by the Commission, is 
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that these were more than private agreements. They were, 
simultaneously with the assumption of the obligation of 
the $35,000 a mile by this province, those agreements 
were incorporated in a schedule in the statutes. They 
were given statutory force, at that time. There is no 
doubt that the agreement between the Grand Trunk and 
Foley, Welch and Stewart, that that agreement had a 
basic relationship to the act of the province in guaran- 
teeing those bonds, It is to this extent that these 
agreements are more than private arrangements between two 
parties, Also, there is this consideration; one can 
hardly say that the Grand Trunk Pacific was a private 
road in the full sense of the word. I have rather distinct 
memories of making speeches such as, "Let Laurier finish 
his work. 

We start with the fact that both of these enterprises 
were public enterprises in the full sense of the word, 
one a federal and the other a provincial enterprise. 
In the working out of these schemes, as they had to be worked 
out by the two governments, the Dominion took action which 
destroyed the effect and benefit of something which had 
been existing and which was one of the basis reasons 
which justified the provincial enterprise. I do not 
say, in any legal sense of the word, that that creates an 
obligation, nor in any moral sense, only in 4 public senses. 
Under these circumstances, the Dominion was forced to 
control a greater scheme and in the control of the greater 
scheme it had to put its foot on the smaller scheme . The 
Dominion government should, in the common interest of Canada, 
pick this little fellow up who has been stepped upon and 


fit him into the larger scheme for the general penefit of 
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Canada Tt is on that basis that I would say there is a 
general obligation. 

THE CHAIRMAN: What is the road worth to-day? 

HON. MR. PATTULLO: Might I say, it has been offered 
at the replacement value. I would say the replacement 
value offhand, would probably be $35,000,000.00 or 
$40,000,000.00. 

THE CHAIRMAN: That is the replacement value less 
depreciation? 

HON. MR. PATTULLO: So far as depreciation is con- 
cerned, the road is in, I think, better condition than it 
ever was. Practically all of the bridges are new, and it 
is in wonderful condition, 

THE CHAIRMAN: Is this not a question of public policy 
for the Dominion government? Is it not a question like 
one of those which the premier mentioned which this province 
is taking up or may take up with the Dominion in seeking 


a solution? How does it fall within the scope of this 
Commissione 

HON. MR. FARRIS: It falls within the scope of the 
Commission as being, at least partially, an answer to 
the question I have been asked many times, that is, "Wheat 
can the Dominion, assuming you have a grievance, do for 
you?" 

THE CHAIRMAN: You want them to take this road over in 
lieu of the $750,000.00 additional subsidy? 

HON. MR. FARRIS: Oh, no, we do not want that. 

COMMISSIONER DAFOE: What we have we will hold, is 


that it? 
HON. MR. FARRIS: In relation to the $750,000.00, the 
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only question about that is how much more it should be. 


THE CHAIRMAN: We have to consider whether you have 
made out a case for that grant, or more or less, whatever it 
is, However, this is a different proposition. 

JHON. MR. FARRIS: Oh, yes, and intended to be entirely 
separate from that. 

THE CHAIRMAN: It seems to me it is difficult to bring 
that within the scope of this Gommission; it is something 
like the timber. 

HON. MR. PATTULLO: Might I interject, there; when 

I brought it to the attention of the provincial conference, 
I remember distinctly that I told the Rt. Hon. Mr. Bennett 
that I never expected to be a president of a railroad. 

I also interjected that I never desired to be premier of 
British Columbia, but it was obviously necessary in the 
interests of good government. 

THE CHAIRMAN: Also a Kings Council, I suppose? 


HON. MR. PATTULLO: Yes, also a King Council, 
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THE CHAIRMAN: Dr.Carrothers. 

DR. W.A. CARROTHERS, Chairman of the Economic Couneil; 

Mr.Chairman, first of all I might say a word with 
regard to this section of the brief, that what we had in 
mind in preparing this was, as far as possible, to anticipate 
the type of questions that would be in the mind of the 
Commission with regard to the position of British Columbia 
in the Canadian Confederation; And secondly, there is a 
§reat deal of information in this that has not been read, 
and naturally, would not be read in your session. A good 
deal of it, also, we had in mind not only the session of 
the Commission, but your staff at work in Ottawa. In 
order to facilitate reference to this part of the brief 
we have prepared a table of contents, and a list of 
tables, and so on, as well as an index. Throughout the 
work, also, we have endeavored as far as possible to 
disclose the methods that were used in any calculations 
we made, because we felt that that also would facilitate 
your work and the work of your staff in making use of 
the facts. 

THE CHAIRMAN: As to the index, I have not got that 
far in it yet. I didnot know it was there. 

DR.BARROTHERS: I do not know how effective it is, 
but we have endeavored to compose it in such a re aa 
assist you in referring to the work. 

Now, first of all, it was suggested that I should 
Summarize the information that is contained in this part 
of the brief with regard to the problem of transients and 
migration of people from other parts of Canada to this 
province. You will find that dealt with, sir, commencing 
on page 64, in the section entitled "Migration from 


Prairie Provinces”. It is short, and I think I should 


read it just as it is there. 
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"To estimate “Mmigration from the Prairie Provinces 
to British Columbia has boon extremely difficult. A 
study of the census figures of June Ly DBT to 
June 1, 1936, for the Prairie Provinces would indicate 
that there was a net movement from these Provinces 
to other parts of Canada during the five-year period 
of 94,501 (Table 33)" 

That was the net movement out of the Prairie Provinces 
in those years. 

"An cxamination of the conditions of this movement 
would indicate that probably 60 pcr cent of this 
number camc to British Columbia, and 40 per cent to 
other parts of Canada. This would mean an addition 
to the population of British Columbia from this 
source of 56,700". That is up to June Ist, 1936. 

"In order to estimate the movement from the Prairie 
Provinces to British Columbia since the census date, 
June 1, 1936, information has been secured with 
regard to the number of motor vehicles previously 
registered in the Prairie Provinces and which have 
becn re-registered in British Columbia since that 
time, which shows from Junc 1 to December Sl, APoo. 
150 from Manitoba, 596 from Saskatchewan, and 700 
from Alberta. From January 1, 1936, to November 30th, 
1937, (which is the date at which this compilation 
was made) the number of first registrations from 
these Provinces was 291 from Manitoba, 1,035 from 
Saskatchewan, and 1,061 from Alberta. 

"Thus, from June 1, 1936, to Novanber 30, 1937, 
the total number of car re-registrations from the 
Prairic Provinces was 3,833. There is no record of 
the actual number of occupants of these cars, but it 


is reasonable to assume an average of five. On the 
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basis of this assumption the total numbor roporting 
to British Columbia by this means would be 
approximately 19,000. The average number of persons 
por car operating in the three Prairic Provinces 
would probably be about cighti Tho movoment of 
that part of the population not owning cars would 
probably be less, but it is not unreasonable to 
assume that 8,000 would move Dy. adds. (hve. 4% 15 
likely that somewhere in the neighbourhood of 
27,000 persons moved from the Prairics to British 
Columbia since the last Prairie Census. By adding 
to this tho number calculated to have migrated 
between the 1931 and 1936 census amounting to 56,700 
it is estimatcd that the total migration to British 
Columbia since 1931 has been approximately 83,700. 
While this is a crude estimate, it is not unlikely 
that it gives a reasonable picture of the actual 
movement of people from the Prairie Provinces into 
British Columbia since 1931." 
That deals, sir, with the general movement. Then, dealing 
with the condition of these people --- 
THE CHAIRMAN: Doctor, what is the total increase 
in population in British Columbia? You have not the 
census, but what is your estimated increase? 
DR.CARROTHERS: We estimated it at the 3lst of 
December, 1936. The population was 780,000, and this 
number would have to be added, which brings it well over 
800 ,OOO at the prepent time. 780,000 at the end of 1936, 
plus the figure which I have just given you. 
Then, turning to page 132, you will find reference 
thore to the condition of some of these people who have 
moved into this province, - the section entitled 


"Indigence of Transients in Public Institutions". That 
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has boon dcalt with in gcnoral terms, and horo you havo 
the statistics with regard to tho numbor of persons in 
these institutions, who havo como’ into tho province, or 
have becn in the province thrcoo years or less, - tho havo 
becn confined in hospitals and industrial Schools, jails, 
and so on, and in connoction with tho preventativo work 
in the health department, which constitutes a considerable 
burden on this province. On page 133, tho statcmont 
there is made that the migration was shown to have becn 
chiefly from the provinees of Alberta and Saskatchewan. 
In the hospitals, for cxample, out of 445 patients who 
had come into the province within the last threo years, 
275 had come from these two provinces. And on that page 
there is a table showing the places from which these 
people camc. I necd not read that in detail. 

On page 134, a little better than half way down the 
page, there is a paragraph which I will read: 

"During the weck of November 14-20, 1937, there 
was a total of 4,717 paticnts confined in hospitals 
and tuberculosis units in British Columbia. These 
institutions are distinguished from gaols and houses 
of correction in that the inmates are normally 
expected to pay for services rendered. of the total 
number of inmates in these institutions at the above 
date 343 had resided in the Province three years or 
less. Of these 162 or 47.2 per cent were expected 
to pay in full or in substantial part, and 181 or 
52.8 por ecnt were not expectod to pay. This gives 
some indication of the additional burden placed 
on public institutions in this Province as the 
result of the migration of people from other 
provinces. As this study only covers those who 


have been three years in the Province, it can be 
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scocn that this problem becomes immcdiatc, and places 
a sudden strain on our institutions." 

THE CHAIRMAN: What would be tho total numbor of 
paticnts in these institutions at the time when you say 
"343 had resided in the province threo years or loss"? 

DR.CARROTHERS: It is given thore as ae Th, 

Then we find a similar situation in other institu- 
tions. The information with regard to hospitals was 
secured by a special questionnaire or special survey, 
but the information in regard to mental institutions, home 
for the aged, neglected children under care, tuberculosis 
division out-patients, - there was a record in the 
Department of Provincial Secretary. Without going into 
detail, a similar situation was found with regard to these. 
On page 139, second paragraph: 

"During the calendar year 1936, the latest period 
for which the information was available, 761 
patients were admitted to mental hospitals in British 
Columbia. Forty-three patients in this group had 
resided three years or less in the Province at the 
date of their admittance, 24 of these being male and 
19 female. The economic status of paticnts 
confined in mental institutions is defined in 
departmental records as: dependent, marginal, or 
comfortable; it was considered that these 
classifications correspond to some extent with the 
definitions used in the questionnaire survey which 
were: not able to pay, doubtful, or able to pay. 
Accordingly, as the following table indicates, only 
one of the 43 patients concerned could bo classed 
definitely as able to pay. 27 could be considored 
doubtful, and the remaining 15 would probably not 
be ablo to pay cither in full or in part. Residence 


was unknown for 176 patients." 
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We have no information with regard to tho 176 
paticnts whose residence was unknown. 

THE CHAIRMAN: Tako these pationts where the 
residence was known, how far did thoy come from, - from 
Alberta and Saskatchewan? 

DR.CARROTHERS: That is not givon specially for 
the mental hospitals; thcere is no Scgregation. I presume 
we could got that for you. 

THE CHAIRMAN: I just wondorcd if you had it. 

DR.CARROTHERS: No, it is just a goneral statement in 
the table. 

Then, the next statoment, dcaling with tuberculosis 
control, shows that: 

"At December 31, 1937, there were 1,419 patients 
on record in the Division of Tubereulosis Control 
who had becn reported during the yoar 1937. Of this 
number, 92 had residod in the Provinee threo yoars 
or Less." 

That group is analyzcd in the following paragraph. 

In regard to negleeted children undor care, the total 
number last ycar was 389. Information regarding the 
length of residence of these is meagre. Thon, the summary; 

"From this analysis it can be soon that of those 
having residence of throe years or less in the 
Province who are inmates of our hospitals and other 
institutions where payment is oxpectod for sorvices 
rendered, that 52.8 per cent wore, in November,1937, 
either actually public charges or likely to become 
such. The qucstionnairo also shows in gaols, 
prison farms, and industrial schools which are a 
responsibility of the Provincial Government, a total 
population at the samo date of 686, and of this 


total 97 had resided in the Province three years 


or less . 
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The analysis shows furthor that during the calondar 
yoar 1936 alone, out of tho total population of 

761 admittod to montal hospitals in this Provineo 
during that ycar, 43 had rosided three years or less in 
the Province." 

Lintehteusay, ain, 2¢ is extromcely difficult to 
get complete information. Wo did the bost wo could, 
and this is the rcosult of that. Thon, wo wont into 
the question of the additional cost to the province 
of providing cducational facilitics, and a special 
survey was made of what is known as the "Matsqui- 
Sumas-Abbotsford cducational area." It is undor one 
administration and in that area thore are threo high 
schools, and sixteen clementary schools. In Docomber, 
1937, the total number of pupils was 1,694, and of that 
number, 246 had arrived in the arca from the Prairie 
Provinecs in the last three yoars; and in addition, 
there had arrived - this is an estimato ,f course,- 
but in Bcaamion to the families of these 246, there 
were 600 other families, arrived in that area in that 
period, who did not have children of school age. 

We have additional infomation secured with regard 
to the Langley school district and the Surrey sehol 
district, which shows a similar situation. In the 
Langley school district, 221 children came into that 
district during tho last three years, and in the Surrey 
municipality, 359; out of a total school population 
in the Langley instance, of 1457, and the Surrey 
district, £282, 

Dr. Weir, who is Minister of Education, has just 
handed mo information which came in this morning with 
regard to tho total onrollment in the Fraser Valloy 
areca, and tho incroase in the last three years of school 


population has been over 18%, and it is estimated that 
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75% of this incroaso is due to tho movomont of familics 
from tho Prairio Provincos. 

THE CHAIRMAN: Tako tho familics coming into tho 
Fraser Valloy; they aro Scttling on farms, arc thoy not? 

HON. DR. WEIR: Tho tcondoncy is for many of thom to 
buy a small picec of property, possibly for $500 or $600, 
and then to qualify for rolief, - in from six months to 
a year they generally apply for rclicf. A numbor of them 
come into British Columbia, in tho cxpectation of waiting 
here at all odds; that is, we havo offerod to pay the 
cost of transportation back to the Pmairio Provinescs, 
from which they came, particularly to Alborta or 
Saskatchewan, but thoy absolutely refuse to go, they just 
stick right hore. 

THE CHAIRMAN: Thank you. 

DR.CARROTHERS: Wo will take now, sir, if there is 
no furthcr question on that, the section of the bricf 
dealing with Dominion policy and provincial economy » 
which is part 6, page 273. I might say in goneral with 
regard to this part of tho bricf that it is tho result 
of an attempt to make a more or loss conecreto statement of 
the actual effect of the National Policy of tho Dominion 
in tariff respects on the economy of British Columbia. 
It is not the intention to criticize that policy ;from the 
national point of view it may be a good policy, and it may 
not be, - that is not the point at issue. It is simply 
an attempt to show what has becn the ocffect of that policy 
on the cconomy of British Columbia. Ono of the great 
difficultics which we had in attempting this study, was to 
get data which we could analyze in order to got results 
that would be reliable. As mentioned on page 273 tho 
Dominion Bureau of Statistics does not supply information 
with regard to trade of the provinces and various othor 


matters of that kind, which would bo very useful to us. 
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There is a quotation there from the Duncan Roport, which 
rocommionded that the Dominion Buroau should supply a 
greater amount of information with regard to Interprovineial 
economy relations. I understand, sir, that has been under 
discussion and that at lcast the possibility of giving more 
detailed information with rogard to Shipmonts by rail 
which might be used ,-I do not know how far that has gone. 
THE CHAIRMAN: How could you kocp track of shipmonts 
by motor truck? 
DR. CARROTHERS: It would be extromcly difficult,sir. 
THE CHAIRMAN: It is bocoming an important method of 
transportation. It scoms to mo to be impossible to got 
statistics of intcrprovincial trado. 
DR.CARROTHERS: It is coxtremely difficult, but it is 
a matter that should be givon considcration if woe are to 
understand the problems of tho differont cconomhic arcas in 
Canada. Reading from the bricf, with regard to the trado of 
British Columbie 
"The available information is, in tho main, found 
in the Canadian Trade Reports, which deal only with 
Canada as a whole”. 
I will not read that in detail; it just gives an account 
of the method we use in securing information with regard 
to imports. Our method in general was to take what was 
known, as far as that was possible, put that together, 
and then estimate the indication in the most reasonable 
way. We did that from an estimate of the retail trade 
in Canada, as prepared by the Dominion Bureau of Statistics, 
and we circularized business houses throughout the 
province, of various kinds, with regard to the percentage 
of their goods which they bought in astern Canada and 
elsewhere. You will find that result at the top of page 


275. These trading houses in British Columbia, the 
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purchase in Eastern Canada was 80%, in the United Kingdom 
7.5, in the United States 2.5, other Empire countries oD, 
other foreign countries 2%, and within British Columbia 
75%. 

Then, with regard to exports from British Columbia, 
we had less difficulty, - there was less need to make an 
estimate. Take the second paragraph of that section, 
we secured the information there from the Provincial 
Department of Agriculture with regard to the export of 
apples and wool; from the Dominion Bureau of Statisties 
we got informatiol in regard to coal; and we used the 
records of the Vancouver Harbour Board, the New Westminster 
Harbour Commission and the British Columbia Lumber and 
Shingle Manufacturers Association, the Pacific Lumber 
Inspection Bureau, and so on. Now, you will find the 
results of that in tables 130 and 131. Table 12°. shows 
that in the year 1935 approximately $66,000,000 worth 
of goods were imported into British Columbia from other 
Canadian Provinces, and $25 ,000 ,000 exported, or a total 
trade of approximately $91,000,000. Imports from the 
British tmpire, excluding Canada, amounted to approximately 
$14,000 ,000 while exports to British Empire countries 
amounted to approximately $35,000,000, or a total 
trade of $49,000,000. Imports from foreign countries 
amounted to $15,000,000, and exports to #¥50,000,000, or 
a total trade of $65,000,000. This table shows an 
approximate “alance of trade indicating that in 1955 total 
imports amounted to $96,000,000 and total exports to 
#110,000,000, leaving a favourable balance of $14,000,000. 
Taking the internal trade of British Columbia with other 
prrts of Canada, imports amounted to $66,000,000, exports 
to $25,000,000, leaving an approximate adverse balance of 


$41,000,000. These figures indicate the character of the 
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trade of British Columbia, Showing clearly that tho trade 
of the Province is mainly in two distinct markets: (1) 
External, subject to all factors of world competition 
and world conditions, generally; and (2) Internal, subject 
to the cffects of the national trade ana taritt,! and 
monetary, policy of Canada; that is, British Columbia 
buys in a protected market and sells in an unprotected 
market. 

Now, sir, following that study the question arose 
as to what was the actual effect on the people of British 
Columbia, in this market condition, - the effect of buying 
in one market and sclling in another, - buying under 
one set of conditions and selling under another set of 
conditions. ‘So that in order to find that out we made 
a study, which is here entitled "The Terms of Trade", 
based on the real exchange of service for service and 
goods for goods: 

"Having secured a reasonable picture of the trade 
position of British Columbia, an attempt was then 
made to estimate the economic effect on the people 
of this Province of the trade situation. In order 
to do this, a study was made of the real terms of 
trade of British Columbia in its two markets, internal 
and external, that is, an evaluation was made on the 
basis of barter or real exchange of goods for goods 
or values for values. This analysis is particularly 
important to an understanding of the position of 
British Columbia, because it is with the dollars 
secured from its foreign trade that British Columbia 
pays for the goods imported from Hastcrn Canada. The 
real effort employed and work done by the people of 
British Columbia in securing these dollars must be 


measured against the real valucs obtained from Hastern 
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Canada. A study of this exchange of values indicatos 
that the people of British Columbia loso because of 
the trading situation in which this Province is 
placed by the national policy. 

This situation not only causes an immediate loss 
to the people of British Columbia, but has an indirecet 
effect on the cconomic activity of the Province, 
Internal adjustments have to be made to meet the 
unequal situation which tends to restrict economic 
enterprise. Tho situation becomes very elcar in a 
period of falling prices. In contrast to the behaviour 
of British Columbia export prices, the manufactured 
commodities of Eastem Canada tend to resist falling 
prices. There are several factors which make this 
resistance possible, but the dominating factor is 
that these products are sold largely on the protected 
home market and therefore are not directly exposed 
to the pressure of world competition. This makes 
possible a degree of control of production, and 
consequently of prices, which is impossible to 
British Columbia exporters. 

This study of the terms of trade between Eastem 
Canada and British Columbia was designed to show the 
effect which this trade situation has had on the 
rolative purchasing power of the people of British 
Columbia. As the main trade of British Columbia with 
Eastern Canada is with the provinces of Ontario and 
Qucbee these provinces were taken as the basis of 
comparison. The position in which British Columbia 
finds itself is that in order to secure purchasing 
power with which to purchase goods from #astorn 
Canada its products must be sold to other countries. 


Consequently, factors entirely outside the national 
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policy of Canada affect the purchasing power of 

British Columbia. The objoctive in this study has 

been as far as possible to measure the cffect of 

these extcrnal factors on this purchasing power of 

British Columbia, To do this it was no essary to 

bring the trade position of British Columbia into 

a diroct barter relation with the trade position 

of Ontario and Quebec, from which British Columbia 

purchases the major portion of its consumption 

of manufactured goods and which constitute a 

definite and different cconomic areca, by establishing 

comparable indexes of prices for British Columbia 

and for Ontario and Quebcc." 

Following that is a description of the method 
used, which is not necessary to read unless you wish me 
to do so. At the top of page 281 you will find the 
commodities listcd thcre which were used — the prices 
of those commodities wore taken and an index of that 
was constructed. Table 133 will give information as to 
how that was done. We eonstructcd the index on the basis 
of the actual quantities of these commodities so that 
the quantity as well as the price would appear there. 
Those commodities mentioned at the top of page 281 are 
for British Columbia. 

Then for imported products, you will find the list 
on the top of page 202, the same thing was done there, - 
quantities and the priccs were combined in the index. 

Now, the chart at the bottom of page 283, chart 3, 
gives a graphic picture of the situation. That graph 
is an index of the barter terms of trado between British 
Columbia and the Provinces of Ontario and Quobec, Ontario 
and Quebec being, of coursc, 100; the line during the 


period from 1926 to 1935 indicates the inferior position 
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or disadvantageous position, of British Columbia in 
relation to the market situation. Turning to page 284; 
"An attempt was made to push this analysis farther 
back and to include a longer period of time. Because 
of the impossibility of securing comparable data 
these studies had to be separate, but the results 
would indicate that this situation has prevailed at 
least since before the Great War, with the 

exception of the years 1915 and 1916, when, owing to 

war conditions British Columbia was receiving a high 

price for her exports.” 
I think it is reasonable to assume the condition existed 
before that. That paragraph merely refers to the studies 
which we actually made. 

Table 135 gives you in terms of figures the pawition 
as illustrated in the graph to which I have referred 
showing that in relation to the situation in 1926, 1926 
being 100, we go down for example, to 71.42 in 1933. 

Then, ccaling with the question of the effect of this 
on economic activity in British Columbia, reading from the 
second paragraph on page 884 ; 

Further to this study an attempt was made to 
estimate the economic effects of this situation 

on British Columbia. In order to do this the volume 

of trade was studied, and an index of railway freight 

unloadings was developed as the only material availabe 
to determine this. An index of actual tonnage based 
on the summary of monthly traffic reports of the 

Dominion Burcau of Statistics was prepared (Table 136) 

Chart IV shows the relation of the railway tonnage 
as a measurement of the volume of trade to the 

terms of trade between British Columbia and Hastern 


Canada, 1926 to 1935." 
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That chart 4 is found on page 285. 

THE CHAIRMAN:What do you say that chart indicates? 

DR.CARROTHERS: Ihe relation between the railway 
tonnage, measuring tho volume of trade, and the terms of 
trade between British Columbia and Hastern Canada. You 
will sec in those lines there is a great Similarity, - 
a great similarity in the form of those lines, which 
would indicate at least the possibility of connection 
between those two things, - the conditions of trade and 
the quantity of trade, or the amount of railway tonnage 
as indicating the volume of trade or economic activity 
in the Province. 
- 1 CHATRMAN: You have not made any comparative 
study to find if the economic activity in the other 
provinces ran along similar lines? 

DR. CARROTH@RS: Yes, we did the same in Eastern 
Canada, and that is shown here. Reading at the bottom of 
page 284; 

"As British Columbia is to such a large extent 
dependent on foreign export trade, it was assumed 
that there would likely be a definite relationship 
between the trend of general economic activity in 
the Provines and the trend of foreign trade. To 
determine the validity of this assumption an index 
of economic activity in British Columbia was 
constructed, using thres factors: 

1. Employment, using the Dominion Bureau of 
Statistics index of employment in British 
Columbia, 1926 being the base year; 

2. Bank debits to individual accounts in British 
Columbia. 

3. Index of car-loadings for the Western Division, 


1926 = 100, published by the Dominion Bureau of 


Statistics. 
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These factors wore woighted, on the basis of thoir 
importance as follows: omployment, 1; bank debits, Bs 
car loadings, l. The results obtained from this 

analysis arc shown in Chart V." 
Chart V is shown on page 286. 
"From this it is clear that cconomic activity in 
British Columbia is in a vory large measure influenecd 
by export conditions." 
There again you can see the similarity in the curvos; 
the upper curve being the index of oconomic activity in 
British Columbia, and the lower one, an index of prices 
of our cxported commoditics. 
"In order to make a comparison with Ontario and 
Quebec, which constitute a definite economic area 
different in character from British Columbia, a 
similar analysis of tho economic activity of this 
area was made. A price index was constructed covering 
the principal commodities exported from this area 
and sold on world markets. (See Table 137) Export 
priee indexes were taken from the Dominion Bureau ov 
Statistics, 1926 being the base yoar. In Chart VI, 
the index of export prices from this area, also an 
indox of economic activity, are shown, together with 
the price index of British Columbia imports from 
this arca (Table 138)". 

If you turn to chart 6, which is found on page 287, 
you will find the situation in Ontario and Quebec in 
rolation to the cxport market outlined thero, and you 
will notice a dissimilarity there in the curves. Who reas 
in British Columbia, the curves are similar, here there is 
no similarity whatsocver. 

"This shows the relation betwoon the cxport market 
situation in Ontario and Queboc, and the economic 


activity in those Provinces. In contrast to British 
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Columbia there is no visiblo relationship between 
export prices and economic activity. Tho reason is 
that in this particular cconomic arca othor factors 
are more important in relation to cconomic activity 
than export prices. Tho main factor is tho large 
protected intornal markct which is enjoyed by Ontario 
and Qucboc.” 
Then in chart 7, which you will find on page 288, 
a comparison is made between the economic activity of 
British Columbia and of Ontario and Queboe, tho cconomie 
activity of British Columbia being expressed as a percont- 
age of the economic activity of Ontario and Quebec. There 
again you can sec the inScrior position of British Columbia 
in this respect, the irrcgular line showing the caonomic 
activity of British Columbia as a pereentage in relation 
to that of Ontario and Quebce. I might montion there, 
that for statistical rcoasons it was necessary to assumo 
that conditions were cqual. 
"It is certain, however, that evon in 1926 British 
Columbia was in an unfavourable position, so that the 
actual position of British Columbia has been, and is, 
more unfavourable than that actually shown in these 
Charts. 

Under the present trade policy of Canada, British 
Columbia tends to have an unfavourable barter 
position with Zastern Canada. Regardless of the 
present roundabout method by which British Columbia's 
purchases in HZastern Canada are financed, ultimately 
the people of British Columbia exchange their fish, 
lumber, minerals, fruits, etc., for boots, clothes, 
furniture, automobilos, machinery, etc., purchased 
from Eastcrn Canada. The unfavourable trade position 


leads to a curtailment of purchases in Hastorn Canada. 
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In addition, the docline in cconomic activity in 
British Columbia, conscquent upon diminishing export 
values, has placod a strain upon the economy of 
British Columbia. All overhead charges, such as 
public, business, and private debts, have become 
proportionatcly harder to carry. Additional burdens 
have been placed on the government in taking care of 
the increased number of unemployed. All fixed charges 
of any nature whatsoever have become harder to bear. 
The disadvantageous trado position of British 
Columbia is not the result of the deprossion. It 
has boon demonstrated that it existed before tho 
depression, and it is indicated that it has provailed 
over a long poriod of time. Nor is it due to the 
relatively greater fall in the prices of primary 
products during the doprossion as compared with 
manufactured products. This latter is a separate 
phenomenon, and undoubtedly has becn a factor in 
increasing the economic difficulties of this Province. 
The disadvantage, however, based on the terms of 
trade has existed regardless of the relative move- 
ment of pricesof different commodities. It is based 
essentially on the fact that British Columbia trades 
in two markets which are different in character, 
one protected and the other unprotectod. The dis- 
advantage exists regardless of other factors 
affecting the prices of individual commodities and 
is duc to the national trado and tariff policy of 
Canada. In other words, the people of British Columbia 
have to exort greater offort and do more work in 
order to create exchange valuos to pay for the 
manufactured goods from #astern Canada than would 
be the case if they wore froo to purchase these 


goods in the markets in which they soll. 
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It may also be pointed out that by tho favourable 
balance of trade of the Provinco with forcign 
countries produccrs in British Columbia are creating 
forcign cxchange undor disadvantagcous conditions, 
Which becomes available to Canada as a whole in 


Inecting its forcign obligations. 


Another result of the national policy is that there 
is a tendency for the hoad officcs of large business 
and financial institutions to be located in Eastorn 
Canadian centres, There may have becn natural 
reasons for this in tho carlicr development of 
Canada, but the influence of tariff policy has bocn 
to perpetuate this concentration. This means that 
profits carned in British Columbia flow to the Hast, 
and in circulating there, create additional 
employment. Additional direct employment is given in 
these officcs themselves. In this way the people 
of British Columbia are creating employment for 
residents of Ontario and Quebec. 

THE CHAIRMAN: What about the effect of the power 
sources there, - so close to the American source af 
stccl and iron? Are those not natural advantages that 
exist, quite infependent of any tariff policy? 

DR.CARROTHERS: You mean in Ontario and Quebec? 

THE CHAIRMAN: Yes. 

DR. CARROTHERS: Undoubtedly the presense of power 
there is a factor in the dovelopment of industry, and it 
is a factor hcre in British Columbia. Take our powor in 
the Kootenay; of coursc, you have your population there, - 
you had your population originally. What I have said 
there is the tendency is for the tariff to perpotrate 


tho natural condition. 


THE CHAIRMAN: If there had beon no tariff at e323. 


atdeaudver dt ti ? ats jue totntsz o¢ ail 


coiled t dite cér bvert 43 Sr ae 


a 
‘gate ove wie eidemiod detiict ol otcboy 
bach sl: y Coren? navese t ; nodske 


“yuae mes 


t erm 


vd | Spe 


Cav ort og: ot 


: moo att Ror 
; varto. Ag Bop 


ton ¥8t4a3 achaogaiat ériep 
vf :eserioemad a 

iMEL TSO car 

- ee ae on + 7RTORRAD a 
#2 baie ‘ceeseaieat Bo tn ‘ut vodent n are 


. e195 


; —_—— . ; 
an ti n. O8GE ! 
« 
c - 
; : “ ’ ' * ies “ 
- ’ wwe ' e le ist y ' , oe z > M i i) 


. ” ie Lego tw 
thaobnad ht 


-Sovlivtiace Lari ’ 
3 i 


® 
, i tired +6 cop 4 siodte ol: AT 


. 
& 
a 


7 
7 
Aha 
, 


5174 


or a vory low tariff, if industrics could havo existed 
they would naturally locate thomsclvos adjacent to the 
source of power and raw materials. Thoso are natural 
advantages which Ontario and Quebec possess in respoct 
to thosc matters, and you possess natural advantages 
in respect to othcr matters. 

DR. CARROTHERS: Yos, sir. 

COMMISSIONER MacKAY: Dr. Carrothers, is it possible 
to isolatc the effects of the tariff policy from the 
effects of goography,- distanco? Put it another way: 
What about prices in, let us say, the State of Washington 
end the prices in, say, Ohic: would they not show 

much the samc rolationship as prices in British 
Columbia do to the prices in Ccntral Canada? 

DR.CADPOTHERS: You have a very similar situation 
there, Mr.MacKay, bccause Washington and Oregon, with 
regard to the United States, are in a very similar 
Situation to us, so that you will find the same set of 
conditions. As a mattcr of fact, Oregon made a study , 
following the methods we used here, of conditions in Oregm, 
and found not exactly the same situation, but a similar 
situation. The point though is, Mr.Chairman, not 
so much the actual Peewee tariff there,but it is the 
fact we are practically compelied, or it is to our 
advan tage to buy in Zastern Canada, because owing to the 
tariff it is the cheapest place we can buy. If we import 
these commodities we pay more, but it is the tariff 
that makes it necessary, and we have to pay a higher price 
than we would pay if we were free to buy in the market 
in which we sell. 

THE CHAIRMAN: Have you made any comparisons of 
prices in British Columbia and Oregon? 

DR.CARROTHERS: Well, in general terms, but not a 


detailed comparison. Of course, our prices on most 
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eommodities - that is protected commodities, - is much 
higher than in Washington and Oregon. You would have to 
take a selected list of commodities there to make a 
proper comparison. A comparison was made on the prices of 
agricultural machinery for example.- That study was made 
for the Ottawa House Committee which dealt with that.-and 
the difference in the price of automobiles. Thay is wall 
known to everybody, - a much higher price in British 
Columbia. 

COMMISSIONER DAFOE: Of course, your representation, 
Dr.Carrothers, only differs in particulars and in 
emphasis to representations which have been made in 
every capital in which we have taken submissions. We 
have heard now for the fifth time that the areas rep- 
resented in their submissions have to sell in the cheapest 
market and buy in a protected market. 

DR.CARROTHERS: Well, that is quite true. 

COMMISSIONER DAFOE: So that it looks as though 
the National Policy is detrimental, on a territorial 
basis, to a very large area of Canada. 

DR.«CARROTHERS: I think that is quite true, but you will 
find, of course, a different story when you sit in Ontario 
and Quebec. 

THE CHAIRMAN: When it comes to elections, they vote 
deen vor OL it. 

DR.CARROTHERS: Senator Farris already made some 
remarks on that yesterday. I need not repeat that. It is 
possible,however, that certain parts of the Prairie 
Provinces are in an even worse position than we are as 
far as market is concerned;- I think Saskatchewan 
particularly, where you have one export commodity, and 
the community depending on that: They have not analyzed 


their situation the samo way we have here. We did this 
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in order to make it as concrete as possible so that there 
would be no quostion of argument about it. Here is an 
analysis which has stpod the test of criticism. And in 
that connection, I have here copies of the original 
study on which this was based. I do not think we should 
file this. 

THE CHAIRMAN: You can make them available to our 
experts to check, if you wish. 

DR.CARROTHERS: Yos, we do not wish to put them on 
the record, but I have a copy of our last trade report 
and some other documents that will be available to your 
staff. 

Now, the next section deals with the problems of 
transportation, and it is entitled "The Artificial and 
Arbitrary Costs of Transportation." I might sa , briefly, 
sir, that the argument is that, owing to the freight 
structure of the Canadian Railway system, there is a 
cost to the consumers, the people of British Columbia, 
over and above the cost which is based on our geographical 
position. That is, we naturally have to pay higher freight 
on goods coming in here from Hastern Canada because of 
the distance, but in addition to that, the fact that the 
Canadian Railway Freight Rate structure is based on the 
principle of what the traffic will bear, works a hardship 
upon British Columbia because of our economy here, being 
a primary producing area. 

"One of the most important indirect effects of the 

national policy has been that on the movement of 

commodities within the Dominion". 
The point there being we are compelled, because of tariff 
conditions, to buy in the “ast. We have to pay the high 
freight rates, and in addition, an artificial and arbitrary 


cost. 
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"Because of tho tariff British Columbia consumers 
eta their cheapest source of supply to be in 
Bastern Canada; consequently, there is a commodity 
movement of relatively high value westward which 
may proceed by rail or by water. These manufactured 
commodities, Since they are of relatively high value, 
can and do bear relatively high freight rates. On 
the other hand, Eastern Canada draws from British 
Columbia for certain of its requirements for lumber, 
canned saimon, and other primary and semi-manufactured 
productse The commodities supplied by British 
Columbia arc of relatively low value and can bear 
relatively low freight rates. This general situation 
is true whether the goods move by rail or by water." 

Table 139 shows the net inward movement of goods, on page 
290. Of course, you have to study not only the actual 
figures there, but their character, and I would draw your 
attention to column 4 in that table, which deals with 
wheat, oats, barley, rye, and flour, Which are merely 
shipped through British Columbia, and column 3 gives you 
the net inward movement. 

THE CHAIRMAN: The total freight terminated in British 
Columbia is both for the domestic consumption and for 
export? 

DR.CARROTHERS: Yes, and then you would need to extract 
column 4; that would give you the domestic. 

THE CHAIRMAN: You have "net inward movement into 
British Columbia". What does that mean? 

DR. C..RROTHERS; That is taking the movement of 
goods out, - subtract that from the movement of goods 
into the province. 

"Tn Tablco 140 a comparison is made of th® water 


borne movement at the Ports of Vancouver and New 


press peehorapyns gtd bebshal 
, ea, weed? cotee yf an SE 
pOMle> sore vlertdalo® Bo oie Yady 
nD cater inset? dard etoverntot ” 
gei0ind ict ameth eheced wregnet seat’? 
<‘Wulter? 13> 2 SOMMER ott RO ee ewE ate 


PPetwsorts ora fm temo ies etanits- solve Gas ; seal 


ef bollqguy eslotbonesd Gi? ah 


7 see ine oufay wel eLovtgaidr Be Sma '¢ 
gobs ul i« ‘oct, ahd? .2es0et Giater® wot gerne 
"Sater ¥ cy us evVag shee ale oo 2 git ues oe a“ 
ine i%eun In depagved® bediel vee wild gwar Carre 
Boots ¥. Vile of on wed wor oe" em 
S85, <i » 2 dhe ~s abana Weal mt .gtedd pete 
| oe laat dole’, oldsz . ad: a: + quate of ‘noftdaten 
; yore dole -;tsoi> Boo .ovwt . yoland ‘bb90 vteedtw || 
‘ Oe wey doo bas. welsh sorvred dynesds hegatae 
i -itaveg trewnt don off 
da f2 f<2 invideed. tdpior? [6the oft UREA wee . 5 


’ 
i 


Tol Ove Moll ambeare oifecmot wit gat stot et erdautod, 
= toteqze 
Seetsu> « nm blog MOY git bos Cast: SOO. ao 4) bab 
; ‘agg. of? ux owls ipow Suet Fo bawtoe 


isageran Dremil yoo" ovedt ged (WARD SRE cee) 
Yheets geal? cuch te2¥ 4. etetmyted” dagen ) 

rod gab gattee at 4 “~ gears .a : ; 

to Stodew Oa occ todd PRR idue = tut abodp 

| “eonieoty ede ote 

ra ie a Oe teehee « Ck CR ) i 
oe: govecnanv $e afer ety ga Ptuae ¥oak odeed 


5178 


Wostminstor during the yoars 1927 to 1936. Through 
these two ports the groat bulk of British Columbia's 
foroign trade moves. The table comparos tho total doop- 
sea tonnage moving inward with the tonnage moving 
outward and indicates that there has been an avorage 
net outward movement of 2,264,414 tons. Local 
coastwise shipping has been excluded from this table. 
This indicates a considcrable volume of shipping 
entering British Columbia ports in ballast. The 
commodities exported from British Columbia in these 
ships must bear the total two-way cost. In this we 
have another instance of a disadvantage to British 
Columbia through buying in an internal market and 
selling in an external one. If British Columbia 
consumers bought in the markets in which they sell 
they would be able to secure more favorable freight 
rates on their exports". 
THE CHAIRMAN: I want to make sure I am following you. 
In comparing the two tables I find the total freight 
terminated in British Columbia in 1930 was i 370,747 « 
The tonnage of 2,260,090 ,-chat was delivered to foreign 
countries. 
DR.CARROTHERS: Yes. 
THE CHALRMAN: And the freight outward that year was 
ers ,0007 
DR.CARROTHERS: That is tonnage of ships; it is not 
the fréignt. 
THE CHAIRMAN: Oh yes, I beg your pardon. 
DR.CARROTHERS: Well then, on page £9145 
"In this submission the problem 1s presented in 


threc sections. In Section one is discussed certain 


aspects of the railway rate structure dealing in 


particular with the contention that rates established 
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on the principle of charging what the traffic will 

bear, do undor the circumstances impose an undue 

burden on British Columbia consumers." 

THE CHAE RMAN: Doctor, what conclusion do you draw 
from this whole matter’ Assume that to be so, then what 
is your conclusion, - what is your deduction? How do you 
apply it to the Dominion-Provincial relations. 

DR.CARROTHERS: Well, the purpose here is to show 
in as concrete form as possible the position,- or what it 
is costing the people of this province to be in the 
Canadian Confederation. As I said at the beginning, we 
are not suggesting these policies are wrong; that is a 
matter for discussion elsewhere. But we do suggest that 
being in the Canadian Confederation costs British Columbia 
something. 

THE CHAIRMAN: Then, what do you say you should get in 
return? That is what is before me. 

DR. CARROTHERS: Well, the counsel for the Government 
and the Premier will answer that, sir. 

THE CHAIRMAN: All freight rates were made the same in 
the other provinces too. 

DR.CARROTHERS: Yes, but the thought in mind is 
that because of our distance from the source of supply 
of our commodities there is a particular hardship on 
British Columbia. We direct our remarks with regard to 
the freight rate structure as 4 whole because it is most 
unscientific. 

THE CHAIRMAN: That is a question for the Board of 
Railway Commissionors. 

DR.CARROTHERS: Yes- We have not dealt with that 
at all here. We are simply dealing with the economic 
effects which, I think, is properly before your Commission, 


sir. 


THE CHAIRMAN: The economic effects of national 
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policies come within the scope of this investigation. 
DR.CARROTHERS: The object was to make calculations 
which would give some conercteness to these things. 
It is more or less 1iKe the pot calling the kettle black, 
but we are attcmpting here to break it down in as conercte 
a way as possible. I may say our calculations are available 
to your staff, anything they want to find out as to how 
we arrive at those conclusions, we would be very glad 
indecd to assist in every way we can, because we are 
anxious to know whether we are right. Our calculations 
have stood up under criticism so far, and I think it is 
important to know whether they are valid. We believe 
them to be, and we present them to you in that way. 


THE CHAIRMAN: We will adjourn until 2:30. 


( Page 5181 follows ) 
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AFTERNOON SESSION 

The Commis3ion resumed at 2.30 Dem. 

DR. CARROTHERS: Continuing, sir, at Page 291, a good 
deal of the matter in the following pages is of a highly 
technical nature and it is not my intention to read it, 
more particularly,so that the Commission staff could go 
through it, and I will deal more particularly just with 
the conclusions rather than with the Statistical argument, 

THE CHAIRMAN: Yes, that will be more helpful 
because we will be able to appreciate the conclusions 
probably better than the technical part, and our experts 
will check over the technical part. 

DR. CARROTHERS: Yes sir. At page 292, the paragraph 
at the middle of the page: 

"British Columbia's shipments to Eastern Canada 
are of the type that require relatively low-freight 
rates to move them. On the other hand, British 
Columbia's imports are of a type that can and da 
bear a relatively high-freight charge. Therefore, 
consumers in other parts of Canada pay the 
reletively low-freight charges on shipments from 
British Columbia, but British Columbia consumers 
must pay the relatively high-freight charges on 
imports from Eastern Canada." 

That statement of course is born out statistically. 

Then, at the top of page 295: 

"A comparison of the carload rates on west-going 
and east-going traffic definitely reveals that 
west-moving traffic tends to have higher carload 
rates than east-moving." 

That is showm graphically on chart 9 on prge 296. That 
ohart really sums up the situation, showing the rates east 


and the rates west. 
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THE CHAIRMAN: How far do you get the benefit of 
ocean competition here, water competition? 

DR. CARROTHERS: Well, that of course is limited by 
the character of the goods that travel by water, it takes 
several weeks, about six weeks Shipment and then there is 
the question of financing the goods in transit, and so on, 
there are various charges there, and it is mostly gods 
that are bulky in relation to value and for which there 
is not an urgent demand, that travel by water from the 
Kast. But undoubtedly it is a factor and the élement 
of potential competition is a factor there. And of course 
naturally the province is very much interested in 
legislation that is before the House at the present time 
in connection with the whole transport situation, particu- 
larly Part 5 of the Bill which it is considered here might 
deprive us of that competition. 

THE CHAIRMAN: Is the effect of that watcr competition 
or potential water competition that you get a lower rate 
on your freight than do the people in Alberta? 

DR. CARROTHERS: There is a tendency on the basis, 
as I mentioned this morning, on which the whole freight 
rate structure of Canada is set up of what the traffic 
will bear, and you have the situation that the freight 
rate on commodities say coming to the Coast will be less 
than to pein’s in the interior of the province and I presume 
that is the same, although I have not made a study -- 

THE CHAIRMAN: That is not on the basis of what the 
traffic will bear but that is on a competitive basis. 

DR. CARROTHERS: It is pretty much the same thing, 
Sir, is it not? Because there is no competition to 
places like Kamloops, that enables the railway people to 
make that charge on the freight to those points. 

THE CHAIRMAN: I know I have heard it said in Alberta 
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that you got a cheaper freight rate here in Vancouver than 
they did there. 

DR. CARROTHERS: Yes, that is probably true, but it 
is certainly true that the interior points, Kamloops 
and Nelson, have to pay more there than they do in Vancouver. 

Now, on Page 299, a paragraph there that I would 
like to read, just a small conclusion: 

"The evidence thus far considered has largely 
confirmed the contention outlined in the opening 
paragraphs of this study. Consumers in Eastern 
Canada pay relatively lower freight charges on 
shipments from British Columbia, and British 
Columbia consumers must pay the relatively higher 
freight charges on imports from Eastern Canada, 
This situation, it has been shown, is a necessary 
consequence of the rate-making principle of 
charging what the traffic will bear." 

The central point in this whole argument is, sir, 
that this principle of rate-making which is in operation 
in Canada is discriminatory when it is applied to a whole 
area. That is, when you have an economic area with 
different charactcristics that then charging what the 
traffic will bear tends to discriminate against the area, 
because it is loaded against thet area, so you have the 
principle -- 

THE CHAIRMAN: That is something, is it not Doctor, 
with which we have nothing to do? That is, whether it is 
discriminatory or not, in the sense of whether it isa 
suitable freight rate or not. We are only concerned with 
whatever application is made of that fact to provincial 
relations. 

DR. CARROTHERS: Yes, I quite understand. The suggestion 


to the Commission is that these are things that should be 


tan to V0 DAV aL oxect aioe ty iest Togmade 
; 7 


7 
7 

. 7 

, : 


2 You «i 


sicuniod 
aieip titaderd 7 
wr) ‘ +. notin ial ie 
a2 oe Ghee y 
j iw pita teao 

suic Seatmee. ont. 

te olq low lag Beha? Fi 
: 

iathsinoet) at ebened ak 


An cert & 5 ei tect. .Be 


4 
% » ~ SS aed 
ail 
L& vw tI. 


fo ti ai saat ‘SMG laz® S8T 
“% . o'r | 2th iS «| ‘ : eye Vv AS wy dohdw 
aivoav We gunna of7 al , [Oo ‘esGrag inleweth 


oes Ying gia of 70h m% ofes Jephew gt 


. 
n 
> 4 
a) : 
v 


»! Yoat, ted? bei Ri DY éTapsiggsa Teve? 

t _iietenebas ef. I eo CONT ORRAD: AC |. 
#1 goles laced 

. 


¥ 


Tatit agiting of* 32.43 


5184 


considered when you finally arrive at a judgment with regard 
to the position of this provinee in the Canadian penratees 
ation. 

THE CHAIRMAN: In this perticular respect British 
Columbia does not differ in principle from the prairie 
provinces, they present the same considerations, and to 
some extent the Maritimes, although they have the special 
rate under the Duncan Commission. 

DR. CARROTHERS: Not in principle, sir, but in fact 
because of our geographical situation it bears more hardly 
onus. That is the position we take there, 

Then we pass over the statistical argument. There is a 
Section there dealing with the water-bornetraffic which 
Shows that wrter-borne traffic has not the same characteristics 
as the traffic by rail. That is, there is not the difference, 
it is pretty much the same type of freight that moves east 
from British Columbia as moves West from the other side, so 
that that same problem does not arise there. 

Rage 311, I would like to emphasize there again, sir, 
the fact that so much of the tonnage to British Columbia 
ports comes in ballast and consequently our exports have 
to bear the full cost of that vessel coming in. I would 
like to read a paragraph there about one-third of the way 
down the page: 

"Irrespective of the general level of ocean freight 
rates or of the numerous influences and factors which 
determine the general level of ocean freight rates, 
it is obvious that if it is necessary to bring vessels 
in ballast to British Columbia the cost of that 
service must be borne by the exporter. Thus the 
national trade and tariff policy restricts the 
possibility of utilizing the import space available 


and conversely compels the exporter to enter world 
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"markets with maximum occan freight rates," 

THE CHAIRMAN; Is that entirely correct? It may be, 
but this question just occurs to me: how far is your 
freight carried by vessels that come direct from a 
European port to Vancouver, and how far is it carried by 
vessels that carry freight to various ports, and may come 
out with a cargo and distribute it at various points in 
South America or North America before they reach Van-~ 
couver, and only have to come part of the way in ballast 
or come in ballast for a very short distance? 

DR? CARROTHERS: That has notbtom segregated in that 
way. You are referring now to tramp boats that may call 
at an American port? 

THE CHAIRMAN: Yes, say Norwegian boats. How far do 
they carry your freight? 

DR. CARROTHERS: I have not got the information 
on that. Table 158 gives the vessels of British and Foreign 
nationality . 

THE CHAIRMAN: What page is it? 

DR. CARROTHERS: Page 309. But how far they have 
actually come in ballast we have not got that information. 
But the fact remains that whatever the distance would be 
British Columbia commodities would have to bear the charge 
of the two-way traffic. 

THE CHAIRMAN: It might be for a short distance or 
it might be for a long distance, depending on whether 
they had any freight? 

DR. CARROTHERS: Yes. 48.82 per cent. comes in 
ballast. but we have not got the information as to how 
far they have actually come. 

Another point that wc make there, sir, is that the 
freight rates in the British Columbia territory are higher 


than in other parts of Cancda, that is within the territory. 
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At the bottom of page 311: 

"Not only is there this discrimination based 
on the classification of commoditics for freight rate 
purposes, but the actual freight rates imposcd on 
Similar commodities in British Columbia ere higher 
than those imposed in Eastern Canada. An analysis 
of the average cost per ton mile between points 
cqui-distant in the two areas reveals this cicariy." 

And there follows then an analysis on certain commodities, 
cement, papor, lumber, iron and stcel and go on, where it 
is clearly shown that the rotes paid are actually higher. 

Then we discuss the question as to whether this is 
due to higher costs of operation. 

"It is submitted that it is quite impossible for 
the railways to state clearly what are the actual 

costs of operation in British Columbia as compared 
with any other part of Canada.* 

THE CHAIRMAN: Of course all these questions have been 
thrashed out before the Board of Railway Commissioners on 
more than one occasion, Dr. Carrothers,. 

DR. CARROTHERS: Yes sir. Well, all we are asking, sir, 
is that these things should be considered because we 
believe, as I stated at the beginning of this discussion 
that the situation is especially discriminatory against 
British Columbia because of its geographical position. 

On Page 314 there is a section dealing with what we 
speak of as "regional Protection”. I would like to read 
that: 

"Various attempts have been made to estimate the 
real burden of the tariff in concrete terms in Canada 
and elsewhere. To do this is a matter of extreme 
difficulty because of the number and variety of 


factors which affect the incidence of the tariff not 
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“only at a particular time but over a period of 
timc. This cstimate could be made with accuracy 
for limited periods of timo and in relation to 
perticular items. To estimate with accuracy in 
dollars and ccnts, the total burden of the tariff 
on the community over a period of time would seen 
to present almost insurmountable obstacles,” 

In order to gct some indication of the different 
effects of the tariff in different areas we made a study 
of the commodities produced in British Columbia which 
have protection and those commodities which are sold under 
competitive conditions, 

"An attempt has becn madc, however, to analyze 
production in Canada on the basis of whether the 
merket for this production is artificially protect~- 
ed, protected partly naturally and partly arti- 
ficially; naturally protected, or exposed. This 
has becn done on the baiss of the actual quantitics 
of goods sold under these varying conditions. 

Table 167 shows this estimete for cach of the 
Provinces of Canada, and Table 168 gives similar 
information as a percentege of the total in cach 
Province." 
I would like to draw your attention, sir, to those Tables, 
Table 167 on pege 316 and Table 168 on page 317. You 
will notice, looking at Table 168, which summarizes the 
thing, that if you take the percentage of the production 
in each province which has some protection, - and there 
I might explain that included in this is any commodity 
which has protcction of any kind, that is it might be 
five per cent. or ten per cent. or twenty percent. but 
if it is protected at all, it is included in this table, 


- and you will see there the percentage of protected 
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production in cach province ranges from 50.96 per Reins 
in Saskatchewan, 54.37 in British Columbia, and curiously 
enough Prince Edward Island would appear to heve the largest 
portion of its production protccted than any part of 
Canada. But it must be pointed out there, sir, that the 
degree to which that protcction is taken advantage of 
does not appear there, if it is protected at all it appears 
in that table. 
"The percentages whowing the amount of production 
sold under exposed conditions give more definite 
inform-tion, as this production has been sold 
either in Canada or in foreign countries in 
competition with goods produced elsewhere.” 
It can be seen that British Columbia sold 45.63 per cent, 
of its total production under exposed conditions. 

"Many of the commodities included as sold under 

protected conditions receive a comparatively 

small degree of protection, and in many cases 

the protection is merely nominal. It mst also 

be kept in mind that the major part of production 

from our forests, mines, and fisheries must be 

sold on world markets under competitive conditions," 
I may say we have been trying to carry that study a little 
further and apply the actual teviff rate to the pro~- 
duction but that study is still under way and if we find 
it significant we would like to have the privilege of 
submitting it to you at a later date. That would be 
really necessary to complete that study, as you can SCG-e 

We have a section fhere dealing with monetary policy. 

That again I donot think it is necessary to read ps ta ig at a 
The argument here is, it is not really an argument, it is 


an analysis of a particular period in the financial history 
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of Canada in the depression years when foreign exchanges 
were grcatly disturbed, and we have simply analyzed what 
the Canadian government actually did in that period, I 
think we may say that the Camdian government did not have 
anything that might be called a monetary policy but it had 
to take action under particular circumstances and here 
we have analyzed the significance of that action, there 
again for British Columbia. 

THE CHAIRMAN: I rather think the Prime Minister of 
Canada of that date would not accede to that proposition. 

DR. CARROTHERS: Well probably one would have beem 
more complimentary at the time. We can always be wise 
after the event,of course. I would like to read certain 
parts of this, sir: 

"The problems arising out of the depression which 
began with the crash on the New York stock market 
in September, 1929, were met by different countries 
in a variety of ways. In no case, mainly for 
political reasons, were the normal consequences 
of the depression factors allowed to take their 
course and ultimately arrive at a normal read just- 
ment and equilibrium. The plans put into effect 
to correct the economic evils of the depression 
were widely divergent. For the purpose of this 
analysis only three countires will be considered, 
namely, Australia, thesygentine, and Canada, These 
three countries had many things in common. They 
were all debtor nations and consequently required 
a favourable balance of trade in order to meet 
foreign obligations. They were also in the main 
primary producing countries, and consequently 
depended on the export of primary commodities in 


order to create this favourable balance. However, 
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"in order to meet their economic problems, these 

countries adopted three distinct methods," 
And then the next paragraph deals with Australia which 
has adopted a method of currency inflation, and the 
following paragraph deals with the Argentine which also 
inflated her currency and in addition adopted a method 
of bonusing primary exports by a monetary device. And 
then I point out that Canada had no definite policy, 
that is pre-conccived policy, put it that way. 

THE CHAIRMAN: Canada had a policy, as you say here, 
of high protection so as to limit the amount of imports 
that we would be called upon to pay for. 

DR. CARROTHERS: Yes, sir. 

THE CHAIRMAN: And sought to maintain the Canadian 
dollar somewhere not too far away from the American 
Dollar up to a point. 

difereuls 

DR. CARROTHERS: Canada,of course,was in an extremely / 
position, because she had the pull of her connection with 
the British Isles and her United States connection, It 
was an extremely difficult position for Canada to be in, 
The point that is made here is really that the tariff 
policy was a monetary policy in essence, although it was 
pert of the tariff policy. 

Now, it is pointed out on page 320 that by the use 
that was made of dumping duties and valuation for duty 
and so on that: 

"The manufacturing industries of Bastern Canada 
benefited by this taxation in that this form of 
dumping duty gave protection from a great deal 
of competition. This benefit went, in the main, 
to Eastern Canada, mainly Ontario and xuebec. It 
imposed a burden on the three prairie provinces 


in that they had to pay not only the higher tariff on 
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"imported goods but also the higher price which 
this tariff enable the mamfacturers of Eastern 
Canada to charge. The Prairie Provinces, however, 
were recompensed for this to some extent in that 
the Dominion Government, seeing the disastrous 
effect of this on the Prairie wheat farmers, paid 
a bonus on wheat sold." 
THE CHAIRMAN: That was only for one year and then 
five cents a bushelas I recall. 
DR. CARROTHERS: It is given in the table here, the 
total amount that was involved. 
THE CHAIRMAN: And it was on account of the very low 
price of wheat, was it not? 
DR. CARROTHERS: Well, the two things were related, 
sir, the policy of Canada, you will see later when we 
deal with the price level. 
"In British Columbia, both producers and consumers 
were injured. The consumers suffered for the same 
reason as BKastern Canadian consumers. Producers in 
British Columbia, engaged in industries essentially 
dependent upon foreign trade for their existance, 
suffered by the decreased purchasing powers in the 
foreign markets, Thus, in British Columbia, 
consumers had to pay higher prices for the goods which 
they bought, and there was no compensating advantage 
to British Columbia producers.” 
Now, following that is a discussion of the method 
by which it was carried out which I will not read. The 
next section I am not going to re-d in detail, sir, It 
is shown there that the effect of this policy in Canada 
was to keep the price level low and that the economic 
effect of that was for the disadvantage of Canada. 


THE CHAIRMAN: Keep the orice level low? 
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DR. CARROTHERS: Yes, the prices of commodities, 
One of the features of the depression, the disastrous 
fcatura of the depression was low prices. 

COMMISSIONER DAFOE: The price of exportable 
commodities? 

DR. CARROTHERS: Yes, and of course also on those 
sold inside the country as well. You will note there in 
the second paragraph of that section that the Argentine 
by its monetary policy kept its price level on the 
average about 50 per cent. higher in those years than 
Canada and Australia about 12 per cent. higher. 

"This meant that people in the Argentine or in 
Australia who had fixed charges to pay within 
their respective countries, were 30 per cent. 
or 12 per cent. respectively better off than 
individuals similarly situated in Canada.'* 
You are familiar with the affect of a low price level 
on the payment of interest. 

THE CHAIRMAN: Yes, we had a full discussion of this, 
if you remember, in Saskatchewan. 

DR. CARROTHERS: Not along the same lines. The suggestion 
there ,of course, was that Canada should have adopted a 
monetary policy. We are not suggesting that here. We are 
Simply analyzing the situation as it existed. 

THE CHAIRMAN: Then, if Canada adopted the right 
policy, is it possible to base fiscal relations between 
the provinces and the Dominion on an emergency situation 
where a government adopts a particular policy for a limited 
period? We are dealing with relatively permanent matters. 

DR. CARROTHERS: The answer to that, sir, is in the 
brief on page 326: 

" The significance of this ancelysis is that ina 


national crisis the policies adopted were such as to 
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"favour the lanufacturing interests of Canada to 
the disadvantage of primary producers," 

THE CHAIRMAN: hat may be so as a fact but thet was 
not the reason for it at all I am sure the then Prime 
Minister of Canada would say, 

DR. CARROTHERS: Yes. Well, I will read further and 
that will answer you further: 

"It is netural that primary producers should feel 
thet whet has happened in the past is likely to 
happen in the future, due to the fact that the 
British North America Act places the control of 
money and banking and trade and commerce in the 
hands of the central govexynment upon which strong 
political pressure is exercised by the manufacturing 
interests." 

THE CHAIRMAN; Well I doubt exceedingly if any pressure 
was cxercised by the manufacturing interests in determining 
the monetary policy of Canada during that period. I think 
it was settled by the then Prime Minister of Caneda accord- 
ing to what in his view was in the national interest. 

DR. CARROTHERS: And those views would noturally be 
influenced by the opinions of other people and the influence 
brought to bear on his mind. 

THE CHAIRMAN: He is a Western ma n, familiar with 
Western conditions,and I doubt very much the accuracy of 
that statement. 

DR. CARROTHERS: Well, thet may be. 

THE CHAIRMAN: I accept it as your view but I doubt 
the accuracy. I happen to know the Prime Minster and know 
his attitude, the then Prime Minster, and I believe the 
policy decided upon was the one that he himself believed 
from his knowledge of the general situation was in the 


national interest. Now, it may not heave been. 
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DR. CARROTHERS: There is no suggestion here, sir, 
that it was other=wise. 

THE CHAIRMAN: The suggestion is thet it was virtually 
domin-ted by perticular interests. 

DR. CARROTHERS: Well, I think those two things are 
not opposite, sir. It is an extremely difficult thing 
in this world to find ean absolutely unbiased mind. I 
mean we are all the creatures of our circumstances so 
far as our opinions are conccrned. 

TH CHAIRMAN: Quite. 

DR. C4RROTHERS: And all that is said here is that 
the dominant view of that period or at least the dominant 
group was the manufacturing group and they undoubtedly 
influcnced the opinions of the government of the time. 
There is no suggestion that it was done in any small way, 
they were quite honest about it, and very often that is 
the worst sort of position, the one that is honest but 
wrong. 

COMMISSIONER SIROIS: Was not the large part of our 
debt held in the United States at that time? The exchange 
was against us. 

DR. CJ.RROTHERS: In United States? 

COMMISSIONER SIROIS: Yes. 

DR. CARROTHERS: Well, I deal with that here --- 

COMMISSIONER SIROIS: Never mind then. 

DR. CARROTHERS: In the brief, in connection with that, 
So, if I may, sir, unless there is some further question 
I pass from that question. 

COMMISSIONER ANGUS: Before that, is Table 171 at 
pege 321 in terms of the currency of each country? 

DR. CARROTHERS: I don't see any note there as to that, 
You will notice the United Kingdom is taken from the London 


"Hoonomist"; the United States from Irving Fisher's indox. 


oa egnlat owt en ieined L, 
gongs tizobtedd pomextan aan a 
x . brie busts idne Wetpioags coe atts 
6s sepundiemetio wo % aoneeet® 
, Saito ones ote 
eel 1G 
dais et oted Sfee 2i tea? £40 Siok 7 HEAL OF 
D das dinek eft @eanef de to bolaeq Fshe- Te woe 3 hens 
“Lhatcuoihrsys vane OL Gavi ee si 
gout? oft so tyattisye® ae? Ms atioke Lye ode, Bodine 


7d, we linta wip al eniobh ta” fi eons 9 £ ThoHyHE, an 
it 


>. bi deay navto ysev B44 ,.f) ancds @Gaubce EO tc" e 
~ boi Jacnonm at cout (eno ais Y yebes hace ize he Sad pee 
A th es aon 
7 nue to 3 anuaht ais fom wat SIOHIS 1UTRADMOD, 

: enusitaxe Sant? te td os at he rat sik ad ‘bled ; tied 
; vil _ met 2andags new 
: . Pseeets bau na ff AMER LOND one : 
| | .aey P@lQRTE sROTEQIMHO, 


yter Jats Ge iw fmel i Lol s CORE TORRLD. «SK 
ade ft; “eveiL {G1 ona RuoTeSrNOs if ‘* 
48ad3 aviv poltoeaney Wh .lelud et? (it BRRECELD it 
neisess, wnt. ea Bl otecy adelen .the “we I 22 a8 
—goLteeds indt Posh aaeg t/ 
te INL idat a4 .tec? onoted +20WA OTO TARTAN - 
—Vtitipoc asa20 Ic an on Ri mried af Lan... A! 
gies allie 4 oten? edie Ye O64 Flach 1 “:Remeetoae> Al 7 D 
() Maebncd oft mort Aeiige &t tnbye doting od aettag Atte a ¢ 
epebrd e's ll gotwel ori, re. bewinl! = | ; 
a, | ne ae 


ae 
2 1) oe 
my F - on vi 1 Ae MU 


9195 


This is the note at the bottom of the page: "Source: Canada, 
the Dominion Bureau of Statistics, prices and price 
indexes." 
COMMISSIONER ANGUS: They are in the currency of each 
country. 
DR. CisRROTHERSs Yes, as supplied to the Bureau of 
Statistics at Ottawa. 
COMMISSIONER MacKAY: I am just asking for inform ation, 
Dr. Carrothers, I am not quite clear in my own mind. Is 
the point of this argument that the monetary policy of 
the country bore heavily upon certain provinces or, in 
this case, British Columbia, and that in consequence the 
Dominion should bear a proportionately larger share of 
the costs of the depression? 
DR. CAARROTHERS: Well, I am not adding any conclusion 
as to what the Dominion should do but pointing out that 
this policy did bear heavily on British Columbia. If you 
turn to page 324 it says: 
"The significance of this situation can be 
appreciated in relation to the economy of British 
Columbia, which is based mainly on primary products. 
This result is accounted for by the policy which was 
adopted in Canada of obtaining a favourable balance 
of trade by discouraging imports rather than en- 
couraging exports." 

That was referred to a moment ago by the Chairman as being 

the policy. 
"The result of this policy, which kept the prices 
of mamfactured goods high, also kept the cost of 
living relatively high. This placed an additional 
burden ci the people of Canada, apart altogether 
from the higher burden of fixed charges such as 


mortgages, etc., which the Canadian people had to 
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"meet, on the basis of a lower price level or a 
higher value of the dollar. This is shown in 
Chart XIII. where the Dominion Bureau of 
Statistics" index for the cost of living is show 
as a perccntage of the general wholesale price 
index." 

THE CHAIRMAN: The Canedian people apparently agreed 
with that view and they changed the government. Is not 
that about the only significance this monetary policy had? 

DR. CARROTHERS: Well, I would refer you again to the 
paragraph I read as to the political factors, the political 
pressure which was brought to bear by powerful interests 
and so on, has to be kept in mind by those of us who live 
out here at the Coast. 

THE CHAIRMAN: I thought you had some good powerful 
intercsts out here too. At least some of the provinces 
think so, That is, the provinces other than Ontario and 
- Quebec; I do not know what they think. The other provinces 
think British Columbia is right up in the class with Ontario 
and Quebec. 

HON. MR. PATTULLO: And we want to keep up. 

DR. C/ARROTHERS: Turning now to page 327, sir, dealing 
with external debt obligations, there are certain parts of 
this thet I would like to read because I think it is a 
Matter of very great interest particularly in view of the 
financial condition of some of the provinces and some of 
the municipalities: 

"The crisis 1931 to 1934 indicates not only that 
the netional policy is likely to favour manufacturing 
interests as against primary producers, but also that 
it is likkly to favour the central government against 
the governments of the Provinces and the municipali- 


tics. This is showm by the effect of the national 
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"monetary policy on payments of principal and 
interest owing outside Canada. 

In this study an attempt has been made to sccure 
all available information on the external debt of 
Canada at that time. A study of the policy of the 
Dominion Governnent in this respect would reveal 
(1) owing to the increase in the monetary value of 
gold the Dominion Government made a profit on its 
gold holdings of about $49,000,000# 

THE CHAIRMAN: Doctor, does that refer to gold which 
the Dominion took over at the time the value of the dollar 
was reduced or does that refer to gold in its treasury? 

DR. CARROTHERS: The total holdings of the government 
at that time. 

THE CHAIRMAN: At what date? 

DR. C.sRROTHERS: 1931-32. That is its own holdings 
or gold. 

"(2) a statement of revenue and expenditure on 
foreign exchange transactions of the Dominion 
Government as shown in the Auditor-General's Reports, 
would indicate that during the fiscal years 1931-32 

to 1933-34 a profit on foreign exchange to the 

amount of $7,917,948.83 was made; (3) during this 
period no payments on principal of the Dominion 
Government debt outside Canada fell due, while 
considerable peyments had to be made by the Provincial 
Governments and municipalities. Thus, the Canadian 
monetary policy was one which was favourable to the 
Dominion Governnent and unfavourable to the Provincial 
Governiuents and the municipalities. In other words, 
by the insistence on the maintenance of the value 

of the Canadian doller in the foreign exchange 


markets, special burdens were placed on the Governnents 
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"of the Provinces and the municipalitics in 
mecting cxtcrnel obligations." 
I might again point out here, sir, there is no criticism 
of this policy in itsSlf. It may have been a perfectly 
good policy for Canada. A111 am trying to do is to 
show whet was the cffect of that on this province. 

THE CH.IRMiN: There is one point herc I do not quite 
understand. Youmay be coming to it but if not would you 
clear it up now? If Canada had permitted her dollar to 
fell then woulda not the payments required by the munici- 
pelitics and provinces outside of Canada been substantially 
in excess of whet they were? 

DRS CARROTHERS: In*dollers? 

THES CHALRMAN: In dollars? 


DR. CitRROTHERS: Yes. 


(Page 5201 follows) 
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THE CHAIRMAN: At our Winnipeg sittings, our colleague, 
Mr. Dafoe, stated he had heard the Prime Minister of Canada 
state on two occasions that the total obligations of Canada, 
not just the Dominion, but of all parties in Canada, 
payable in the United States, amounted to $1,000,000,00 
a day. 

DR. CARROTHERS: Payable by the Dominion? 

THE CHAIRMAN: No, everything, and that if the dollar 
had dropped to fifty cents, it would have meant 
$600,000,000.00 in a year. Canadian economic financing 
would not have stood that burden. 

DR. CARROTHERS: I am informed that on examination 
that statement was incorrect, that $1,000,000.00 a day 
payment was not based on fact. 

COMMISSIONER DAFOE: Mr. Bennett repeated it after 
it had been contradicted. 

DR. CARROTHERS: We examined it and we can only give 
our data on that basis, and that was the situation. 


THE CHAIRMAN: What did you find, did you set it out 


anywhere in a table here? 


DR. CARROTHERS: I might say that this is concluded 
on the next page, so if you do not mind, I will just 
read it through to the end, I am quoting from page 327 of 


the main Brief: 


"At the same time the Dominion government, 
through tts exchange transactions in sterling and 
United States dollars, was able to avoid loss. 

Tables 172-176 show the foreign exchange transactions 
during the fiscal years 1931-32 to 1935-54. 
It will be seen from Table 173 that the monetary 


policy of the Dominion cost the province of British 
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"Columbia the sum of $2,686,795.50 during the years 
1932, 1933, and 1934. It is difficult to estimate 
the loss to the municipalities in this respect. 
However, & survey made by means of a questionnaire 
indicates that the loss to the municipalities was 


at least $104,972." 

I might say, sir, we circulated the various munici- 
palities to find out what additional payments they had 
to make tn the foreign markets of exohange, at that time. 
We believed the figure was much too low. The accounting 
systems of the municipalities do not segregate these 
additional ‘payments, so consequently that is not a very 
good figure; it would be much higher than that. I continue; 

"The policy which was adopted favoured 
1. the manufacturing industries, 

2. the central government, 

to the disadvantage of 
1. primary producers throughout Canada, and 
2e provincial and municipal governments. 

This was particularly serious for the province 
of British Columbia as it is dependent mainly on 
primary production for the support of the community. 

This is an analysis of what actually took 
place during a crisis in Canada. There may have 
been good and sufficient reasons at the time for 
the actions taken. There is little doubt, however, 
that a continuation of this policy would have 
ruined the industries of this province and wiped 
out the revenues of the government. Fortunately, 
change in the monetary policy of countries outside 


Canada necessitated change in the Canadian policy 
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"which relicved the situation in this province. 

The factors which lcd the Dominion government 
to tako such action during this period are still 
dominant in Canada. Ina similar crisis in the 
future it is not unlikely that similar action would 
be takcn. 

As the action takcon with regard to monetary 
policy by the Dominion government placed the provin- 
ccs and the municipalitics in ea position of dis- 
advantage in the matter of meeting forcign obli- 
gations, which resulted in financial loss to these 
bodics, it is not unreasonable to suggest that the 
Dominion government should have borne the loss 
accruing to the provinees and the municipalitics 
because of the national monctary policy, or at 
least rendered such assistance as would have 
avoided loss." 

This completes this part of our presentation, Mr. Chair- 
man. 

THE CHAIRMAN: There is one penalty which is paid in 
Canada under our constitutional government, that is a politi- 
cal penalty, where a policy is adopted which the country 
does not think in its interests. I am not sure there is 
any other method of dealing with a temporary policy--of dealing 
with a national emergency. Thank you very much, Dr. Carrothers, 
for your assistance in this matter. 

COMMISSIONER MacKAY: Dr. Carrothers, there is one 
I gather in this statement 


question I would like to ask, 


of provincial economy, you are simply studying the incidence 


of, as I gather, three different lines of federal policy. 
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You are not attempting to cast a balance sheet of the 
profits and losses of British Columbia as against the Dominion? 
DR. CARROTHERS: No, I am simply discussing national 
policy. 
COMMISSIONER MacKAY: Do you think--I put this to 
you as an economist rather than as a representative of 
the government--it is possible for a province to set up 
a balance shest of its profits and losses as against the 
rest of the Dominion? 
DR. CARROTHERS: I think the practical difficulties 


involved would be almost insurmountable. The difficulty 


would be to segregate what is purely a provincial matter 
from what is a matter for the province as part of the 
Dominion. We went into that and tried to do it, but we 
gave it up because the element of estimation would have 
been so large that we questioned very much whether it would 
be of any value to this Commission. 

THE CHAIRMAN: Senator Farris, Mr. Stewart, our counsel, 
would like to ask you some questions on the Brief which 
you have presented to the Commission, if it would be con 
venient. 

MRL STEWART: I understand Dr. Weir wishes to present 
some supplementary submissions covering recommendation 
nymber 12, first. After that, I would like to address a 
few questions to Senator Farris. 

HON. MR. WEIR: My intention is to amplify recommendation 
number 12, which is found in Part VIL of our Briez. “2 


assume you wish to hear some more about this recommendation, 


and I think it is advisable, as it would involve health in- 
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surance as well as other matters. I would like to state 
this condition gcnorally because if the so-called federal 
principle of the distribution of powcrs beotwecn the Dominion 
government and the provincial government is to prevail, 
I submit that there arc no matters of legislation which 
should more appropriatcly be assigned to the province than 
health and education. 

THE CHAIRMAN: I think a good many of the members of 


the Dominion government would agree with that view. 


DR. WEIR: I am going to read an extract from Hansard 
which would support that statement. There is little or no 
valid reason why health services or health insurance should 


be controlled exclusively by the federal government than 


that the same should be done with, say, workmen's compensation 


or education. 


However, in the field of health, especially so-called 
public health--I know the lines geparating these fields 
are somewhat blurred--there is a place for Nominion aid and 
cooperation, as I shall endeavour to point out. I mean 
for Dominion health services which would be supplementary 
to, not exclusive of, provincial health services. There 
are fields which are concurrent and supplementary, rather 
than exclusive. 

The statement on possible overlapping of services be- 
tween the Dominion and provinces dcals more specifically 


I assume, with this matter, I submit that a case of con- 
siderable academic merit can be made out for centralization, 
by that I mean Dominion control in the health field. A 


good academic argument could also be presented for central- 


igation of educational control, which, if put into operation 
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would destroy one of the cornerstones of Gonfederation. 
The case for health is somewhat analogous to that for 
education--thoygh the practical hecessity for decentral- 
izatiom or provincial control of health services may not 
appear so great as in the case of education. Health, 
however, is the first of the so-called cardinal objectives 
of education. Its relation to education, especially in 
the preventive field, is very close. 

I am prepared to submit that, in the case of health 
services, the question may be largely one of preponderance 
of merit as between centralization or decentralization. 

In my judgment the overwhelming preponderance of merit is 

on the side of a reasonable degree of decentralization or 
primary provincial responsibility for health services, 

There is also the question of practical politics, and I 

shall quote from Hansard, March 7, page 1198, to show that 
there is little likelihood of the Dominion government, 

while presumably ready and willing to cooperate with the 
provinces, invading the provincial field im matters of health. 

THE CHAIRMAN: Is that this year? 

DR. WEIR: Yes. it is this year. 

THE CHAIRMAN: I am afraid that this Commission can 
not take account of all the political addresses being 


made in Parliament this year or we had better suspend op= 


erations. 


DR. WEIR: I think the citation from Hansard is 
given by the Minister of Health and it clarifies the question 
of practical importance, that is the question of whether 
the Dominion government should accept primary or secondary 


responsibility for the inauguration of health insurance. 


a ie 


_smolrere beings tc 4euro7sacnTeE4 off ro. 
_ tod T8653 of guogoiars catwonoe of BF 


pietaevoh .t0% ‘Teiasegot.tacitost> ent ft 

Jou Yas Socivreas iewl to fepince’ Seignivoty : Os 
sis .aolgecsse 0 Hein wif af op teony Ge | BE 

weviiesido faridaesge Selinc-coc get ty earth ent et, 


nt Giistovegad ,pottoruhe of wokPalet aFA . fk 

; 7 a 

: - av 
eal upes {Tay ts ts lek 2 ov tiie ~ 

Pe — 

adiset To |des 4! bl Pall. Fie of sraaena a 


ghMeteSMhgors Yo of Venue! ed yan sebteetip eis 

ssoltesi iain + wt jetlaxtaes aoowfed es vee 
Adar tyan MOE sSiegexy intatviayo oy ¢ rete bul, wes 
% Ora aR. " oun 49 Stoiaw 8Lo antensaa. se 70 eb la ett oa 


3 4 : i (7 f d A t= iC »74 »% le i9n tvo7g¢ j pea 
' 7 


oe ee ke lsoitaste To dolveeup aff outa Gs are - 
faa? v ,J0LL sasq ,v dowel , iveenet moet GeauD 
UM Vo NO imed ait tp hood hietk lL Slag Lt ae 
, gle W atwoeqaes OF gekLtey bas thee yldamimeng ec: 
Lest {slontword, ad? gakbevret (apeurtve | 
heaoy, itd hat’ al ce ee 
eTSey clay ed DE Che? - eR ae 
siimigd eldt. taiy oived.e ae CAMA ee 

be isotetiog wis Lie Ww Oasegee See 


ath Yi Se ‘tev dud Sal ow to weny elds Y coma Lee ed 


- 
mT 


Lahn MOTT aolkteri» 


etds 1. sew VA: 
Reels soi! - , £ +4 ii~ & ‘ ; «+ @ « 
: 1800 22 Dee AP/eall Yo walalole grit 2 
Socvonw % TROUp en?.ai teat .eatletsogm! Lenteca 
SSruw 70a tw “yh Veg. 148098 aede 4 oemm arog code 


MOOMes (iget 26 getieveguaeat als, cob, ethitd 


\ Cas 


5207 


The Dominion government will not. enter the health insurance 
field, though it appears ready to cooperate with the 


provinces. 

Now, the central point of this statement which I 
would like to present is, how are the responsibilities for 
health to be allocatcd as between the Dominion and the 
provinces. Refcrence to somc general principles of govern- 
ment in a Federal system will point the way towards 
specific proposals with respect to health. This is just 
a matter of the preponderance of the merit of the evidence 
and I refer to it in a general way. It appears wise to 
leave to provincial jurisdiction those fields of adminis-— 
tration which do not have to be appropriated by the Dom- 
inion for reasons such as the following: The Dominion 
government should not be overloaded with responsibilities. 
The complexity of federal administration is increasing 
rapidly. In the future the Dominion Parliament and Civil 
Service will bestrained to meet their necessary obligations 
efficiently without being required to accept responsibilities 
which are not strictly essential. So long as a function 
can be assumed with administrative efficiency by a province 
there is no advantage, other things being equal., in 
transferring it to the Dominion. Decentralization of 
public administration has particular merits in Canada, 


where the sheer bigness of the country, along with the 


important regional differences, would tend to make central 


administration costly, cumbersome, and difficult. Regional 


differences in economic conditions, religious, language, 


tradition and social institutions must be considered. The 
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needs of the different parts of tho country differ and the 
attitudes and the opinions of the people are different. 
Progress in various hcalth ficlds may be achicved more 
rapidly by permitting the various provinces to legislete 
and to administer as they think best. 

On the other hand, there are at least two mein argu- 


ments in support of greater sentralization of government 


in Canada. The first of these is financial. The provinces 
or at least some of them, including British Columbia, have 
found it difficult or almost impossible to finance services 
for which they are now constitutionally responsible, such 
as hospitalization and the increasing influx of these from 
the prairie provinces. This is putting a strain on this 
province, Secondly, it is desirable that there should be 
some approach at least towards national uniformity of social 
services. This is particularly true in the matter of 

social services. Any proper doctrine of a Canadian nation 
involves the conception of a basic Canadian standard of 
opportunity and well-being which is the birthright of 

every Canadian. Federal leadership in health fields is 

the surest guarantee of national uniformity. I woud 
suggest an extension of the principle which was introduced 
in 1919-20 in connection with the grants-in-aid for health 
services such as venereal disease control end matters of 
that type. 


When we apply these conflicting arguments of principle 


to the field of health, it appears that jurisdiction should 


remain largely where it is, under the provinces. This con- 


clusion is supported by a number of special considerations 
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which will be mentioned bricfly. From the administrative 
point of view, the major health services can be handled 
efficiently by the provinces and the local euthorities. 
Much health administration, such as sanitary control, con- 
sists of matters of detail which the local unit of govern- 
ment is equipped to handle, as it has done traditionally. 
The local unit is near the problem and better acquainted 
with it. There are no intrinsic reasons why certain other 
health services now administered by provincial governments, 
such as tuberculosis and venereal disease control services, 
laboratorics, control of hospitals and so forth, cannot 

be opcrated as efficiently by the provinces as by the Domin- 
ion. 

The health services are closely related to the other 
social services, including cducation, public assistance, 
relisf medical service, unemployables, tuberculosis and 
mental hygiene. There is a strong case for these to be 
administered by the same branch of government, presumably 
the province, which may be expected to hold main juris- 
diction over the social services, For it is certainly 
easier to obtain coo:dination as between two departments 
of a provincial government, than as between a provincial 
department and a Dominion department. Health is particularly 
a field in which provincial autonomy is required on account 
of regional differences. Diversities in religion and 
social philosophy as between the different provinces would 
make it most difficult for the Dominion to enact legis- 
lation on certain matters. 

THE CHAIRMAN: Dr. Weir, my recollection is, that any 


suggestions which have so far been made to the Commission 
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do not include the taking over of the field of public 
health by the Dominion. The least suggestion which has 
been made to the Commission is that if health insurance 
should be enacted, it should @a federal rather than a 
provincial enactment, 

DR. WEIR: This is a background for that matter. As 
a matter of fact, I do not think you can consider health 
insurance apart from public health service; the two are 
very closely interlocked. 

THE CHAIRMAN: That may be so, but that is a different 
proposition than the Dominion taking over the whole health 
field. 

DR. WEIR: I am not advocating that it should be 
taken over by the Dominion. You cannot take over the one 
and administer it efficiently without Dominion control of 
the other, that is the public health services; this is 
the position I would like to make. Some persons who have 
advocated a national scheme of health insurance have not 
taken into account the main difficulties in the way of 
such a programme. If they are to be consistent they 
should also advocate national jurisdiction over all health 
services, For health insurance and public health services 
are very intimately related and should be nicely adjusted 
to and correlated with them. But these services--tuberculosis 
and venereal disease contro], school health work, laboratory 
work and so forth differ from province to province. Thus, 


under a Dominion health insurance scheme, benefits would 


have to vary from ons province to another or else there would 


be scrious gaps in service in some provinces. Similar 
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froblems would arise with respect to workmcn's compensation 
and hospitals, Each provinee has its own system, into 
which a health insurance plam should dovetail. Separate 
provinciel schemes can be worked out which will not leave 
too many rough ends, and this would not be the case with 

ea Dominion system. 

There are num rous other arguments in favour of 
provincial action. Health insurance should emphasize pre-— 
ventive medicine, and close association with provincial 
public health services will increase the interest of health 
insurance administrators in this subject. I might, say, 
in the last three years our programme of tuberculosis 
control has reduced the number of advanced cases entering 
our institutions from three in four to one in three. Now, 
if the central government were administering this service, 
I do not think we could have had such a record as that. 
Regional differences in Canada call for different schemes 
of health insuranze adjusted to the needs and the attitudes 
of the people--something different for Saskatchewan from 
that which suits, Ontario. A land tax or general propert 
tax may have to be used to raise funds in rural districts, 
and this is not an appropriate tax for the Dominion to 
impose. The problem of administering any service over the 
vast area of Canada is difficult and this is particularly 
true in the case of a service that touches the. .iives of a 
large number of people as intimately as healtn insurance 


would. 


A further danger is that the standards of medical 
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service and of remuncration would tena to be fixed at a 
minimum under a Dominion-wide system, The result might 
be to create in Canada a "poor man's" system of health 
insurance which is certainly not in keeping either with 
good modern standards of health insurance or with the 
development of modern medicine. The average quality of 
medical benefits would tend to approximate that of the 
most backward areas. 

Thesc arguments point only in one direction--provincial 
laws are necessary largely for reasons of elasticity. It 


appears, therefore, that there is a strong case for provin- 


cial jurisdiction over major health services as well as 


health insurance. Does this moan that theDominion has 


no legitimate part to play in the health field? By no 
means. Some measure of wniformity between the provinces 
is desirable and the Dominion government is the logical 
hody to promote this. It should recognize that health is 
a matter of national concern. It should return to the 
policy of 1919 from which it retreated in 1932, when the 
venereal disease grants were discontinued, and offer 
national lcedership in tho ficld of health. This it 

can do, without undertaking the administration of any 
services excepting a few that are obviously national, by 
assuming such functions as, providing services as at 
present for certain classes of persons who are wards or 
special responsibilitics of the Dominion such as Indians, 


immigrants, and war votcrans. The Dominion could protect 


the provinces against health problems that are beyond their 
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control, such as the spread of contagious diseases from 
foreign countries to any province or from one province to 
another. As a matter of fact, spotted fever and bubonic 
plague seem to be creeping up in Washington, and the 
Dominion authorities are cooperating in that respect. The 
Dominion could offer leadership in the field of health to 
encourage uniformity of standards by such devices as pro~ 
viding services or research, statistics, expert advice and 
public education. It could also offer grants-in-aid to 
the provimces to encourage them to develop health services, 
including health insurance, At the present time, we have 
a very acute hospitalization problem in this province re- 
quiring a great deal of financial assistance. In this re- 
gard my recommendation with regard to the Dominion pro- 
viding services for certain classes of persons is self- 
evident. The Dominion does assume some control to pro- 
tect the provinces against the spread of contagious diseases, 
but more should be done to protect the provinces against 
certain health problems which are beyond their control. 

In particular, the Dominion should give more attention to 
health problems incidental to inter-provincial migratim,. 
The problem of inter=ppovincial transients, and also the 
problem of determining residence--I think the premier 

has referred to that matter already. I think it will 

come up again in tle statement on overlapping services. 
British Columbia feels this particularly, since it is 

an immigrant-receiving area, into which many settlers come 
each year from other parts of Canada, notably the 

prairie provinces. These immigrants bring with them 4 


certain amount of contagious disease and they make heavy 
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demands upon the health services of this province, thus 

creating a serious financial problem. Some data was given 

this morning by Dr. Carrothers with regard to that matter, 
There are at least two ways of meeting this problem 

and Dominion action is necessary in the case of both. One 

method would be the establishment of definite residence 

rules throughout Canada to determine the provincial "Residence" 

of all citizens and to provide that if, a person from 


one province obtains health or other social services in 


another, the second province would have the right to charge 


back to the provinee of responsibility thc cost of such 
services. Such rules have been established in British 


Columbia and in other provinces to define the responsibility 


of municipalities towards individuals, It would be a great 


step forward in our social service organization if inter-— 
provincial rules of a similar nature were promulgated. But 
provincial rivalries stand in the way of such uniform 


rules and Dominion leadership to bring the provinces to- 


gether on this point seems necessary. We have not been 
able to get certain of the provinces to agree to an inter- 


provincial - ~::cement in this field. 


If uniform provincial residence rules and reciprocal 
agreements regarding social service charges are not es- 


tablished, it seems quite reasonable that British Columbia 
should ask the federal government to contribute liberally 
towards the cost of providing health and other social 


servicos for persohs who have not acquired residence status 
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in British Columbia under thc legislation prevailing here, 
Nothing noed be said in Support of the goneral idea of 
national leadership in the hcalth field, which is the 

third function suggested for the Dominion. There can be 

no dispute about the desirability of this, The only practical 
question at issuc is how Dominionlcadership can bo cffectiv- 
ely exercised, It is submitted that a great deal can be 
done through a thoro’gh going natiomal service of research, 
Statistics, expert advice on health service planning, and 
public cducation. These are all essentail itoms in a 

modern health programme but are too highly specializedd 

ta be developed adequately by provincial health depart- 
ments. Along with these national technical scrvices there 
should be provision for grants-in-aid to the provinces, 
designed to cncourage the adoption of significant and 
constructive health policics, such as tuberculosis and 
venereal disease control, establishment of health units 

and child health services, Nothing will do more to raise 
standerds from province to province, to a uniformly god 

plane, 

While health insurance is properly a service for 
‘provincial administration, this does not absolve the Dominion 
from responsibility. It should foster carly action on 
health insurance by the provinces, as on other health 
reforms, and nothing would be more cffective in this 


direction than the offer of reasonably gencrous grants-in- 


aid. 
THE CHAIRMAN: Should hceelth insurance be contributory 


Dr. Weir? 
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HON. MR. WEIR: I think it should, my Lord. 

THE CHAIRMAN: I am afraid the Dominion will have to 
find a way to balance its budget before it can afford to 
assist in the establishment of new services, 

HON. MR. WEIR: I know the Dominion will never enter 
the health insurance field before the millennium, but at 
the same time, Rencneee government could contribute 
towards this section of health services to which I have 
referred.such as tuberculosis control, child welfare, 
venereal disease control, and mental hygiene, 

It should be added that it is a conditional rather than 
an unconditional grant-in-aid which is suggested, both 
towards public health services and towards health insurance. 
If the Dominion gives money to the provinces to be spent 
on health it should be on the condition that they establish 
and maintain servicés of reasonably high standards. There 
are ¢3rtain minimum standards as a condition precedent to 
giving these grants--it has been done in the past. It 
is an extension of this principle which is advisable. The 
fourth function, proposed for the Dominion is that of 
granting financial aid to provinces in cases of emergency. 
No departure from general principle of provincial respon- 
sibility is intended or implied when it is submitted that 
the Dominion should do this. During such a period as 
that of the last few years a strong case can be made for 
financial aid from the Dominion to some of the provinces 
at least, that have been ina desperate financial plight 
to enable them to carry on essential services. There are 


at least three depression problems towards the solution 


of which British Columbia may legitimately seck special 
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financial aid from the Dominion. The first of these is 
the problem of hcalth services for non-residents, which 
has been mentioned above. The second is the problem of 


providing new hospitals and health institutions, which has 


also been mentioned before. Special assistance from the 
Dominion on this item would enable the province to overcome 
a ten-year deficiency in institutional building. The 

third problem is that of medical services for recipients 

of unemployment relief and their dependents, which now 
costs the province about $250,000. annually, and the 
municipalities more than $100,000, 

It is not reasonable to expect the province and local 
authorities to assume the full costs of unemployment 
relief medical services, The need for these arises out 
of the unemployment problem, major responsibility for which 
should be assumed by the Dominion. If this is conceded, 
it surely follows that the Dominion should meet at least 
a substantial portion of the costs of unemployment relief 
medical services. Medical services, I submit, are in the 
same category as food, clothing, and shelter, and they are 
vital in that regard. 

Now, by way of summary, I am stating that health 
services represent an essential function of the modern 
state. Existing health services in Canada which are mainly 
in the hands of the provinces, are not adequate to safe- 
guard the health and physical well-being of the people. 
There is urgent need for a vigorous attack upon ill health 
and preventable deaths, including health insurance. The 


existing division of powers as between the Dominion and 


“ 


9218 


the province in the field of health is essentially satis- 
factory because the province is the most suitable agency 
af government to administer both public health and health 
insurance. But the Dominion, besides operating certain 
services that must be national, should adopt 4 greater 
measure of national leadership and should assist the 
province financially in meeting certain problems. 

Finally, it is submitted that the division of res- 
ponsibilitics between Dominion and provincial governmcnts 
recommended here, is well calculated to meet the health 
problems of the day, It should make possible the appli- 
cation of a national health prcgramme, which will progress-~ 
ively make available adequate public services to safeguard 


and advance the health of Canadian people. 


Now, as a matter of politics--I am not using the word 
politics in the partisan sense--I would like to refer to 
the statement made by the Honourable Mr. Powers. I am 
giving only a few paragraphs, but I think it does express 
the view of the Bominion government. 

THE CHAIRMAN: Of course, if you wish to read it, it 
is perfectly all right, but quite frankly the questions 
which have been entrusted to this Commission for consideration 
and report are being discussed by public men in the different 
parliaments --We have no comment to make on that; they 
are entirely within their rights. However, this Commission 
cannot gears its duties other than by carrying out 
its investigations as required, and it cannot determine its 
policy upon the information of any public man, Dominion 
or provincial, excepting as it may harmonize with the 


conclusions which tho Commission may reach based on the 
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facts disclosed by tho Commission's investigations. There- 
fore, while these statements might be quite properly made 
by the man concerned, they cannot influence us in our study 
of the problem. We must get at the basic facts and reach 
our own conclusions. 

HON. MR. WEIR: I quite appreciate that; this does 
reinforce some of the conclusions I intended to place before 
you. 

THE CHAIRMAN: You think it shows your wisdom, do you? 

HON. MR. WEIR: Or the wisdom of Hom. Mr. Powers, 

I am quoting from Hansard, March 7, 1°%8, at page 1198: 
"With respect to the other provinces--* the 
other provinces referred to are Alberta and British 

Golumbia--"my fried and leader, the Hon. Minister 
of Justice (Mi. Lapointe) has dared to suggest to 
certain provinces that we might, with the assent 

of the provinces, add two words to the powers 
conferred upcn the federal government by the B.N.A. 
Act, and he has met with such a storm of revilement 
and abuse, in one province at any rate, that I 

fear that were I to ask that province to add two 
more words “Health insurance," I would be sub- 
mitted to the tortures of the rack and the boot and 
perhaps be eventually boiled in oil. Im any 
case, I personally have some respect for the 


political views which I acquiredd in carly youth~—" 
I omit the next paragraph or so and continue to quote: 


"But there is no doubt whatever thet there is 
need for better medical facilities in Canada. We 
heve boasted and we shall probebly continue to boast 


of our advance in medical research and medical 
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*scicnce; but it is al too true to state that only 
elehteen years ago, in 1918, 30,000 Canadians lost 
their lives in the influenza epidemic, and only 
last year between 5,000 and 6,000 people in one 
province alono were attacked by Infantile Paralysis. 
Too many lives are lost in child birth. Too many 
children and mothers die; and irrespective of juris- 
diction, provincial or federal, too many pcople 
are dying of degenerative diseases of middle age. 

We have not as yet, been able to find a cure for 
cancer, or even the cause of it; end tuberculosis 
though it has been controlled to some extent, is 
still a menace within our borders. Montal diseases 
require a great deal of care and involve a tre- 
mendous expense to a large ‘section of the population. 
Venereal disease, though something has been done 
in that direction is far from being under control 
at the present time. The cost of sickness is ale 
together too great; the cost of prevention and cure 
under the present illadjusted system is altogether 
beyond rcason," 
These are some of the sectionsef public health 


service to which I have frequently referred throughout my 
discussion. Then, I made the statement that the federal 


government is ready and willing to cooperate, and the Hon. 


Mr. Powers says, I quote: 


"The federal department of health is ready and 
willing to do its share." 
The federal government appears to be definitely out 


of the field of health insurance, but it is ready and willing 
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to cooperate with the provinces in these major health 
fields to which I have referred. That is all I have to 
say in amplifying recommendation number Ley 

THE CHAIRMAN: Thank you very much for your assistance, 
Dr. Weir. Mr. Stewart, you could ask your questions of 
Senator Farris, at this point. 

MR. STEWART: Senator Farris, I woulda like further 
information in connection with British Columbia's demands 
for better torms, this is quite frequently referred to 
in your Brief and in part two of the provincial brief. Can 
you tell me what specific claims were made by the various 
delegations which visited Ottawa from British Columbia 


starting, say, with 1900. 


HON. MR. FARRIS: I had better take a note of these, 
M;. Stewart, and check them definitely. 
MR. STEWART: Can you not give them to me, approximately? 
HON. MR. FARRIS: I am not on cross examination; I 
will give you a very definite statement. 
MR. STEWART: Can you start at a later date, can you 
do it from your own experience and memory, take from 


1927? 
HON. MR. FARRIS: Why not give it in a statement which 


I will prepare and give to you? 

MR. STEWART: Because one question very often leads 
to another Senator Farris, You were a member of the govern-= 
ment in 1927, were you not? 


SENATOR FARRES: Yes, I was. 
MR. STEWART: Can you tell me, coming down to very 


recent times, can you tell me what representations were 


made by the delegation which visited Ottawa in 1954? 
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HON. MR. FARRIS: No, I cannot tell you, except what 
is on the record. 

THE CHAIRMAN: Possibly where these questions touch 
upon matters not within Mr. Farris's knowledge it would 
expedite matters if the premier or Mr. Hart could answer 
them, 

HON. MR. PATTULLO: I do not definitely recall whether 
it was in 1954 or 1935, that we made representations to 
have our requests investigated. One presentation made 
before Mr. Bennett resulted in the granting of the interim 
subsidyv---the letter to that effect is filed as an exhibit. 
We were given an interim grant of $750,000.00. Cnpies 
of this exhibit were put in the hands of the Prime Minister 
of Canada. Based upon that, he promised me a special 
commission to investigate the claims of British Columbia, 
but that was subsequently merged into the Commission re- 


presented by your honourable body. 


MR. STEWART: I understand the interim allowance of 
$750,000.00 was made before the written Brief marked as 


exhibit 1735 was filed. 

HON. MR. PATTULLO: Is that 1935? 

HON. MR. HART: It was made in 19354. 

HON. MR. PATTULLO: Yes, I was not sure just when it 
was made at the moment I stood up. I was not sure whether 
it was made prior to or under this Brief. At all events 
I can get the information, but it was given by the Bennett 
administration on the rePresentations made at that time. 


THE CHAIRMAN: Was there a written Brief submitted 


in 1934? 
HON. MR. PATTULLO: Yes, there must have been. 
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THE CHAIRMAN: Could a copy of that be mde available 
to the Commission? 

HON. MR. PATTULLO: Yes, sertainly, it will be made 
available to you. 

MR. STEWART: Rather than pursue the particular point 
I was making, I think perhaps I should postpone further 
questions on that particular point until the information 
which Senator Farris, is getting, is present. 

THE CHAIRMAN: If the 1934 Brief is available, we might 
get some information from that. 

HON. MR. PATTULLO: The argument presented in that 
Brief was so strong that so eminent a politician as the 
Prime Minister of the Dominion of Canada granted $750,000.00; 


I have no doubt it will be equally impressive to this 


Royal Commission, 

MR. STEWART: This will be exhibit number 179. 

EAP IBIT NO. 178: Brief of British 
Columbia submitted 
in 1934, 

THE CHAIRMAN: What exhibit number was the 1935 brief? 

MR. STEWART: It was exhibit number 175. 

THE CHAIRMAN: Have you extra copies of that 1934 
brief, Mr. Hart? 

HON. MR. HART: Yes, I think so, sir. 

HON. MR. STEWART: At any rate, the 1934 representations 
are contained in this brief exhibit number 179, that is 
correct? 

HON. MR. PATTULLO: I might say that was the brief 
submitted to the government, but the argument was made by 
the then Attorney-General, who is now on the bench, Mr. Sloan. 
However, I think it is all there. 


MR. STEWART: This was the Brief? 
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HON. MR. PATTULLO: That was the brief, that is correct. 


MR. STEWART: And the 1935 representations are con— 
tained in the 1935 brief marked exhibit number 173? 

HON. MR. PATTULLO: Yes, that is comrect. 

MR. STEWART: Was there any further brief submitted 
in 1956 when the subsidy of 750,000.00 was granted? 

HOS. MR. PATTULLO: There was no further Brief, but 


there might have been some correspondence. 


MR. STEWART: There was no further Brief, nothing 
supplementary to exhibit number 173? 
HON. MR. PATTULLO: The representations were made by 


myself and Mr. Hart, personally. 


MR. STEWART: Nothing more than bringing down the 
data, the argument is containéd in exhibit number 173, is 
it not? 

HON. MR. PATTULLO: Yes, that is it. As a matter of 
fact, we did not have to put up very much argument; it 
was agreed that our claims should be investigated. 

Mr. Chairman, I am very sorry that the 1934 Brief was 
not filed. I can quite understand your suggestion that 
you were not satisfied--I gathered you thought we had not 


made out our case with reference to the $750,000.00. 


(Page 5235 follows) 
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THE CHAIRMAN: No, I did not say that. I said you 
had asked for a Commission; we have been advised that you 
were promised that we would investigate. Therefore, we 
must have all the facts before us to enable us to say whether, 
in our opinion, you are entitled to $750,000, or more, or 
less. 

HON. MR.PATTULLO: I only arise now to say that I 
am sorry the 1934 brief was not filed, because that was the 
One upon which the grant was made, and you did not have it 
before you. I was assuming the exhibit of 1935 was the one 
Qn which that grant was based. 

MR-STEWART: Senator Harris, just in order that there 
may be no misunderstanding, the information I was desiring 
was in vegard to the claims, and the specific reasons in 
Support of the claims made by the delegation from British 
Columbia to Ottawa in 1990, 1903, 1905, 1906, i311, end 1927. 
If that information is obtained by the Honorable Mr.Premier, 
for 1934 and 1936. 

Senator Farris, has any analysis been made of the 
incomes of the various provinces in order to ascertain 
the proportion or percentage thereof represented by the 
Dominion Government payments, or subsidies? 
HON. MR.FARRIS: Will you repeat that? I do not 
quite follow you? An analysis of incomes of the provinees -- 
MR.STEWART: The revenues of the provinces. 
HON. MR.FARRIS: That is, as shown by the budget? 
MR.STEWART: Yes; to ascertain the proportion or 
percentage of the income represented by the Dominion 
Government subsidies. I would like that merely for the 
reason that the letter from the Right Honorable Mr.Bennett 
to the Honorable Mr.Pattullo, dated December 19th, 1934, 
exhibit 175, scems to place the temporary grant of $750,000 


on the basis of the percentage that the Dominion subsidies 
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bear to the total revenues of tho respective provinces. 
Can you toll mo whether any such study or analysis has 
been made? 

HON. MR.FARRIS: I have not it available, but I do 
not think it would be very difficult to get that. 

MR.STEWART: I merely wanted to know if that had been 
mide by the province for the purpose of this hearing. 

HON. MR.PATTULLO: We will get that, Mr. Stewart. 

MR.STEWART: Turning for a moment to page 5 of your 
brief, Senator Farris, - and by the way, my Lord, it may 
be well to have Senator Farris' bricf marked exhibit 180. 

EXHIBIT 180 - Brief of Argument submitted to 

the Royal Commission on Dominion- 
Provincial Relations by the Government 
of the Province of British Columbia. 

HON. MR.FARRIS: Mr.Stewart, would you repeat your 
question? Dr.°arrothers is checking up on that, and he 
is not quite sure he has that question. 

MR.STEWART: Has any analysis becn made to ascertain 
the proportion of the revenues of the various provinees 
represented by Dominion Government subsidies? 

DR. CARROTHERS: You mean grants of all kinds from 
the Dominion Government, or just the subsddies? 

MR. STEWART: The subsidies. 

DR.CARROTHERS: That is, the per capita? 

MR.STEWART: Federal grants and the subsidies. 

HON. MR.PATTULLO: Let me be eloar on that, Mr.Chairman. 
It does not mean the contribution in the last four or five 
years from the Vominion Government for unemployment relief? 
I am under the impression you desire whatever we were 
given on the permanentbasis plus the $750,000 at the 
present time? 

MR.STEWART: That is really all I want. 

HON. MR.PATTULLO: What the percentage of our revenue 


consists of. 
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DR.CARROTHERS: As in the terms of Union? 

MR.STEWART;: Yes. 

HON. MR.FARRIS: You were referring to page 5, Mr. 
Stewart. . 

MR.STEWART: Page 5, the second paragraph. Is it not 
a fair inference from that paragraph, Senator Farris, 
that British Columbia now makes no claim based on natural 
pititicuities, or difficulties: baged on topographical or 
geographical position? 

HON. MR. FARRIS: Far from it, Mr.Stewart. 

MR.STEWART: British Columbia does not plead the 
lack of resources, or the unkindness of nature. 

HON. MR.FARRIS: That does not mean that we are 
not entitled to consider our revenue in relation to 
our expenses. The income of this province must be considerad 
in relation to the expense of administration, and that 
must apply, not only to the income that comes in as the 
budget, but the incomes of the individuals. 

MR.STEWART: Are you willing to concede that if the 
topographical and geographical disadvantages tend to 
increase government expense that you could offset that, - 
that there should be offset against that the abundant 
natural resources of the province? 

HON. MR.FARRIS: Certainly not. 

MR.STEWART: In othcr words, are we to take it that 
you are to claim to be entitled to the natural advantages, 
but that you should charge to the Dominion the natural 
disadvantages? 

HON. MR.PATTULLO: Mr.Chairman, may I interject there; 
to pursuc that argumont, the provinees of Ontario and 
Quebec, - wo want to know what their natural resources are. 
I have not had the opportunity yet of listening to the 
Maritimes. I hope to givo mysolf that pleasure this year; 


We want to know the same with regard to the Maritime 
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Provinces. In addition, it docs not make any difference, 
mercly bccause we havo some resourecs, - it is no uso with- 
out the application of labour to it, and because of the 
topography of the country it is more costly to administor it 
in this province than in any other provinec in Canada. 

And speaking goncrally now, we have essentially seattercd 
settlements throughout British Columbia and beyond all 

doubt they cost more to administcr. 

HON. MR.FARRIS: I think your question is a eonfusion 
of natural resourccs with revenue. I would get the impress- 
ion your question involves confusion botwocn natural 
resources and revenue. 

MR.STSWART: No. Natural resourees, however, may be 
the main source of revenue. 

HON. MR.FARRIS: That may be, but the utilization 
of natural resources, which is capital,for the purpose of 
revenuc, we cannot be asked to do that, on any basis, 
for the administration of public affairs. Not only are 
we doing that today, but the Dominion is sharing it. 

MR.STEWART: If you will turm to page 15 of part 2 
of the brief, you quote noar the bottom of the page from 
the Honorable Mr. Prior's statement in 1903; 

"That the terms were not the terms the people of 
British Columbia asked for and believed were necessary 
for the adcquate administration of local affairs 
and tho development of the country." 

Am I correct in this:That the only point in which the 

terms granted by the Dominion fell short of those asked 

for by the Province, was in respect of the assumed population, 
the provinee having requcsted an assumed population of 
120,000, and the Dominion having allowed an assumed 


population of 60,0007 
HON. MR.FARRIS: As of the datc of Confederation? 
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MR.STEWART: Yos. 

HON. MR.FARRIS: I would think that was right. 

MR.STEWART: Havo you worked out tho difforonee that 
would have resulted in annual payments if the Dominion 
had acceded to the request of the province? 

HON. MR.FARRIS: That is worked out in tho bricf filed, 
of 1934 and 1935, Mr.‘tewart. 

MR.STEWART: At page 34? 

HON. MR. FARRIS: No, these exhibits for the years 
1934 and 1935. My recollection is that the one for 1935 
is practically the same as for 1934, with the figures 
brought up a ycar latcr. 

MR.STEWART: The only essential difference would be 
in respect to the eighty cents per head subsidy, that is, 
$48 ,000, and $1,666,000 in debt allowances, is that correct? 

HON. MR.FARRIS: I am not figuring thom out, Mr. 
Stewart. They have been figured out. If you wish my 
assistants to figure them out I will do it again. 

MR.STEWART: I would like to have it figured out and 
sec if my deductions are correct. 

HON. MR.FARRIS: The figures are filed already. 

MR. STEWART: Will you indicate to me just Where they 
are? 

HON. MR.FARRIS: They are partly in the present brief. 
If you take my brief at page 13, they are taken from the 
exhibits of 1934 and 1935. The samc thing appears in the 
1935 bricf at page 20. 

MR.STEWART: I do not think it appears in that form 
on page 20. 

HON. MR.FARRIS: You have a staff of experts, Mr. 
Chairman, I would suggest if thero is further figuring 
to be done on that, - I am not here as a witness to be 


eross-examincd, and do Mr.»towart's figuring for him.If 
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I could have the samo chance at him I would not mina. 

THE CHAIRMAN: I was looking at another question, 
and I did not got tho quostion. What is the question, Mr. 
Stewart? 

MR.STEWART: JI was asking Senator Farris what the 
difference per year would be if the Dominion had allowed 
the assumed population of 120,000 instead of 60 ,000; what 
difference por annum it would make in the payments, that 
Was all. 

HON. MR. FARRIS: I take it that Mr.Stowart has certain 
arguments to direct. He is now asking me to make his 
figures on which he can direct it. I object to doing that. 
f will givo any information that I have, and I will get 
any information that I can go%,. DUT DT do not propose to 
Sit down here and do any Tiguring) « 

THE CHAIRMAN: Well, you can gct that information for 
us, Mr.Farris, 

HON. MR.FARRIS: I suggest if it is a question of 
multiplying figures that arc already here, Mr.Stewart may 
devote his own staff to that purpose. 

MR.STEWART: Perhaps you can have these ehecked for me. 
I am Suggesting the difference would be $31,310, por 
annum, after deducting the $100,000 per annum allowed, 
presumably for railway lands. I would be very much 
obliged if you would have that checked and seo if my 
Suggestion is correct. 

HON. MR.PATTULLO: May I ask Mr.Stewart, why ‘you 
would dedust it when the $100,000 was actually given, and 
no matter what interpretation anybody may put on it, the 
fact of the matter is it was given for those railway lands, 
and not as compensation at all by way of grants. 

MR.STEWART: I understood the argument made on behalf 


of the province was that it was really not for the railway 
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lands at all. 

HON. MR.PATTULLO: Mr.Chairman, if that is the 
impression, I want to correct it. That was a quotation 
from Maxwell's book, and it was accentuated also by our 
counsel, and I take that position on behalf of the 
Province; namely, that 100 ,000/fas, as a matter of actual 
fact, made on those lands, and it should be so interpreted. 

COMMISSIONER SIRG(S: Was not the word "Devicc" used? 

HON. MR.FARRIS: The word "device" was quoted from 
Maxwell, sir. 

HON. MR.PATTULLO: If an error was made, I do not 
hesitate to sayin the course of the inquiry we will find 
some phraseology used that is not there. There is a lot 
of work in preparing anything of this kind. And if we 
find anything that is not in accordance with the 
information of the Government, I suppose the Commission 
will be glad to have that information corrected so that 
it may know exactly the stand we take in this province. 

MR. STEWART: Senator Farris, can you give the 
figures as to the white population of British Columbia 
at the time of its entry into Confederation? 

HON. MR.FARRIS: Yes, that is available. I do not 
remember exactly. It was about ten thousand, I think. 

MR. STEWART: Turning to your brief for a moment or 
two, page 6, you make the suggestion that the Dominion 
is tacing as income, revenucs derived from the depletion 
of these resources; that is, forests, minerals and other 
natural resources. Is it not the case that allowances are 
made in the Dominion Incomo Tax for depletion of forest 
resources and mineral resources? 

HON. MR.FARRIS: Yos, it was. 
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income in the case of mimral resources. 

HON. MR.FARRIS: Mr.Chaimman, if that is to bo 
pursued I have a lot to say about it. 

THE CHAIRMAN: Sonator, if there is anallowance in 
the income of a percentage of depletion, thon the burdon 
of the income tax is not so great as appears on the 
surface. 

HON. MR.FARRIS: On the basis of my argument, I think 
that makes no difference, and I am glad, if that is 
in the mind of the Commission, that Mr.Stewart has brought 
that up, because it will entail some detailed discussion, 
more than I think we have time to give it this aftemoon, 
because it is an cxceedingly important mattor. I have 
considered that in its ramifications, and I am propared to 
discuss it. 

THe CHAIRMAN: We will be glad to hear you on that. 

HON. MR.FARRIS: I would like to get the full picture 
of just what is suggested. I would like to examine Mr. 
Stewart on that, and ask him just what is the point he 
is making. 

MR.STEWART: I will be glad to give you any information 
I have. 

NON. MR.FARRIS: I would like it now. I would like to 
know what the suggest:.on is that is being made by Mr. 
Stewart in that connection. 

MR.STEWART: Turning to page 13 of the brief, Senator 
Farris -- 

HON. MR.FARRIS: Before wo leave that, Mr.Chaizmman, 
do I understand there is no point involved in that? 

THE CHAIRMAN: No, I think there is this point: 
Taking mining, to illustratc, the burden of the income 
tax is not so great as it appoars on tho surface, by 
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Dominion is concerncod, I do not know what the provinee 
does, - in respect to certain classes of ore. You 

know that from your income tax returns, and anyone 

who has mining stock knows it. 

HON. Mier RRIS: I have the material for discussi on 
of that on my desk and would be glad to give you 
some information upon it. I understand the allowance 
ao Ore third, nob-flity percent. 

THE CHATRMAN: I think it has been changed. It was 
fifty, and I think it has been cut down to one third. 

HON. MR. FARRIS: Then I understand that is the full 
extent of the suggcstion involved in Mr.Stewart's 
question. 

THE CHAIRMAN: Well, as far as I know it is. 

HON. MR.FARRIS: I am asking Mr.Stewart. He is 
Willing to give so much information, I would like to 
know » 

MR.STEWART: That is the only rcason I had for 
asking tho question, Senator Farris, to modify a rather 
direct statement that the Dominion is taking as income, 
revenue derived from the depletion of thesc assets. 

I merely wanted to modify that to tho oxtent of saying 
they did allow somcthing for dopletion. 

How, MR.PATTULLO: I -:wauld.iike to interject here, 

apart from what might be thought on that particular point, 
it may be just a diffcronee of opinion when you get through 
that argument. The important point is, the Dominion 
Government ontercd the income tax field, rondering it 
impossible for us to increase the taxes by reason of 

the fact our tax plus the Dominion tax would be too 

heavy a burden. That must bo adjusted. Your Lordship 


was asking for some information this morning as to how 


we could decrease it. That is a matter which will have 
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to be worked out betwoon the Dominion ana ourselves. 

THE CHAIRMAN: I do not want to enter into furthor 
discussion of that, Mr.Pattullo;: we quite recognize 
what tho position of the Government is on that. But as 
1 understand Mr.Stewart's question, it is simply in 
reference to a fact which might clarify the cxtent to 
which the Dominion is depleting your resources by 
income tax in the province. It does not touch your main 
contention at all, Mr.Pattullo, it is only on that 
aspect. 

HON. MR.PATTULLO: It is a fact that we are selling 
our capital assets. I have confidenee in this province, 
not withstanding that. We have timber in this province 
and we have minerals, in perpetuity, in my humble 
Opin-on, and both the Dominion and the province are now 
getting the benefit from the sale of our capital assets. 

THE CHAIRMAN: I teke itthis is the point in Mr. 
Stewart's mind. A situation has been stated hore which, 
in Mr.Stewart's view, should be clarified by certain 
additional information in order to make the record fair 
and complete, and he is simply asking for that information 
in order to make the record fair and complete. 

Now, as far as I know, -I have not discussed it with 
Mr.Stewart, - I assume that is the only purpose he has 
in view. 

HON. MR.FARRIS: What I say is, when that information 
is given, I wish an opportunity to supplement that with 
certain observations I would like to make, and that is 
why I wanted to know from Mr.Stewart the extent of the 
implication involved in his question, so that one could 
mMect the suggestion fully. 

THE CHAIRMAN: Mr.Stewart can tell you. I do not know 


anything furthor than having heard the quostion, and I 
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assumo that is all that is involved. 

HON. MR.FARRIS: I understand from hin what he moans 
now. 

MR.STEWART: Senator Farris, on pago 13 of your briof, 
were you able to procure the figures as to the actual 
population of Saskatchewan and Alberta in 1906? 

HON. MR.FARRIS: Professor Garrothers has that, 2 
believe. I have not got my hand on it, but it has been 
ascertained and will be handod in. 

MR.STEWART: I understand they show that the assumed 
population--- 

HON. MR.FARRIS: They support Dr.Dafoe's suggcstion.. 

MR.STEWART: Then page 22, in your statement as to 
the total Dominion grants to the above five provinces, - 
that is, the total at the bottom of the page, Senator Farris, 
do you include the subsidies in lieu of lands granted to 
Manitoba, Saskatchewan and Alborta? 

HON. MR. FARRIS: I am not ablo to say for the moment. 
I will give you that information on Monday morning. 

MR.STEWART: And similarly, in connection with the 
total Dominion grants to Manitoba of $34,000,000, wt ther 
they are included in that figure as well. 

On page 23, the second paragraph from the end, 
you suggest: "If, for instance, in Alberta farming was 
conducted by large corporations embracing in one group 
a large number of the prosent individual farmers, the rate 
of taxation would be higher." Is not tho answor to that 
& corporation basis for farming is uneconomical? 

HON. MR.FARRIS: No, that is not the answer at all, 
Mr.Stewart, because I was not suggesting for a moment 
that farming should be so conducted. I was morely offering 
an explanation of why, in the two difforcont cconomical 


Systems in one province, the tax is collecteod, and in tho 
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Otnor, it is not. 

MR.STEWART: Aro you suggesting in that paragraph 
that if they did conduct their farming by large eorpora- 
tions that there would be an income on whieh a tax could 
be levied? 

HON. MR.FARRIS: I am suggesting tye theoretical 
test, to ascertain why it is that in British Columbia 
so much money is taken, and so little, comparatively, in 
the other six provinces. I say one of the explanations 
zor at least part of the situation is the difference in 
method of operation. Now, I say if you had a thousand 
farmers in a corporation, assuming that cach individual 
farmer was making as much profit as he makes as an 
individual, that the combined profits of the thousand 
would be the single profit of the corporation, and there 
would be a substantial tax on that money, whercas in the 
present system there is no tax. That is, there is no 
suggestion in that at all that there ought to be a 
change in the economic systems. That, of course, would 
be the height of absurdity. 

MR.STEWART: As to the first paragraph, the paragraph 
just preceding the one to which I have referred, is it 
suggested that in Saskatchowan subsistenec income is a 
large factor? 

HON. MR.FARRIS: I would supposo that in any province 
where there is farming the subsistence income is a 
substantial factor. I did not have it in mind. 

MR.STEWART: The roason I asked that was, in 
Saskatchewan cvidence was laid before the Commission to 
the effect that it was not a factor. 

HON. MR.FARR™TS: That would be moro direct information 
than I havo. I would think that as you have the ease 
you should give me information, rather than ask me the 


guestion. I would assumo, notwithstanding that, speaking 
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generally, in Canada that is so. 

THE CHAIRMAN: It would be so in a mixed farming 
community, but southern Saskatchewan has a cash erop, - 
largely a cash crop, being a wheat growing area. That was 
the evidence given to us. 

HON. MR.FARRIS: I understood from yOu SLT. 2 Ona gk. 
in my first official interview after you were appointed 
chairman, that at some stage in these proceedings the 
information, - the assembling of different matters that 
is carried on by your organization would be available for 
the benefit of the province. 

THE CHAIRMAN: Well, this is in the record of the 
proceedings in Saskatchewan, which you have. The Government 
reesives a daily record of all the proceedings. 

HON. MR.FARRIS: That is quite true, but in preparing 
a brief to have it ready for this, one ewld not undertake 
in advance to read everything that is in the volumeswe 
have of our own, which have only been completed shortly, 
and followwith minute detail every reference that has been 
made to the board. I still think we would probably profit 
by having from your organization such information. 

THE CHAIRMAN: You will get them as soon as they are 
ready, Senator. We hope they will be ready by the first of 
May. We are putting the strongest pressure possibly on 
the economist to gct them ready. 

MR.STEWART: At the top of page 21, Senator Farris, 
you list the grants to the various provinces. Gan you 
tell me what classes of grants were included in the case 
of Alberta, Saskatchewan and Manitoba? 

HON. MR. FARRIS: Well, I would prefer to give you that 
with the other information. Alberta and Saskatchewan? 

MR.STEWART: Yes. Alberta, Saskatchewan, and Manitoba. 
What I wanted to get particularly is, whether the grants 


made in lieu of lands are included in your statistical 
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information. As regards tho socond table on page 2l, 
‘Prince Edward Island of course, was not included as from 
July lst, 1867, but only as from 1273. Ana similarly, 
the last four named in that list, their grants only date 
from the date of their ontry into Confederation. 

HON. MR.FARRIS: Yes, that is quite true. 

MR.STEWART: I just wanted that brought out, as thore 
may be a tendency to divide by 66, and arrive at a 

yearly basis. 

Now, the table on page 20,you show the addition of 

$1,940,255. assuring that there is a quinquonial 
consus instead of a decennial census. Is that so, Senator 
Farris? 

HON. MR.FARRIS: Yes, that seems to be the basis. 

HON MR.PATTULLO: We say at the top of the page: 

"In the case of Manitoba, Saskatchewan and Alberta, 
this factor was recognized in the arrangement for 
determining the per capita grant, whereby an actual 
census is taken every five years, upon which an 
estimated census is based every two and a half years, 
and the allowance is re-adjusted accordingly." 

It seems to be every two and a half years. 

MR.STEWART: Have you had a comparison made with 
Ontario and Quebec? 

HON. MR.FARRIS: The ony figures I have in this 
connection are the ones that appear here. 

MR.STEWART: May I ask why the comparison should be 
made with Manitoba, Saskatchewan, and Alberta, rather than 
With Quebec, Ontario, and the Maritime Provinces? 

HON. MR.FAR:IS: If you will turn to the three 
Classifications of the provinees which I give in making 
other comparisons, you will get at least a partial answer 


to that, Mr.Stewart, - not as to the Maritimes, but as to 
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Ontario and Queboc. I will give you the referonee to that, 
ie a8 Be page £6 0f the bricf. 
MR.STHWART: The comparison with Quebec and Ontario 
is not carried out into any statistical results, is it? 
HON. MR.FARRIS: In making comparisons of this type, 
the point that is made by British Columbia is this: 
As a matter of fact, instead of making three divisions 
we might have made two divisions; Ontario and Quebec in 
the one group, and the other provinces as another group. 
There may be sub-divisions within that. The suggestion 
as far as British Columbia is concerned is this: 
That British Columbia, in the payment of income tax and 
other levies that are made, seems to be in the capitalist 
class alongside with Quebec and Ontario. Therefore, the 
way to approach that is to examine the incidence of the 
tariff and see how far that affects British Columbia, 
and explains the revenue taken from her, as it does 
explain, to a large extent, the prosperity of Ontario 
and Quebec. When, however, we come to deal with the 
six Provinces, - the three Prairie and the three Maritime 
Provinces, and compare it with British Columbia, they 
are more or less in the same position, although we say 
probably none of them are cxactly in the same position 
as British Columbia. It is fair, therefore, to make these 
comparisons on that basis. 
MR.STEWART: Now, again on page 27, you suggest 
that there has beon a disproportionate development in 
Ontario and Quebec; that is, the first whole paragraph 
on that page: 
“Manufacturing stimulated by the protective tariff 
is distributod to some extent among the scveral 
provinees, but there has been a disproportionate 


development in the central provinces of Ontario 


and Qucbec." 
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Is that disproportionate development duc to the tariff, 
Senator Farris, or to the location of these provinces, 
and thoir aptitude for distributing goods? 

HON. MR.FARRIS: I would say due to both, Mr.Stewart. 
But 1 say that is immaterial for the purpose of this 
argument. The argument is, not the building up of tho 
industrics,so much, as what has boon taken from British 
Columbia to bring it about. The argument should be 
placed on this basis: Ontario may have natural advantages 
which furthers industry. Now,we are not complaining about 
that, but when Ontario supplements those natural advantages 
by collecting the incidenco of the tariff from British 
Columbia to advance it further, we say that is something 
that this Commission should take into consideration. 

THE CHAIRMAN: It is now half-past four, and we will 
rise until 10:30. 

HON. MR.FARRIS: I wish Mr.Stewart would give me a 
memo as to information of that kind that is desired, 
because it could be furnished so much more quickly. 

THE CHAIRMAN: I think a memo can be gotten out. 

HON. MR.FARRIS: Questions like this last one, I 
appreciate very much the opportunity of answering the 
questiions, which gives me the opportunity to explain our 
position. But in these questions on details of figures, 

i think it is only fair that I should have a memo of 
what they arc: 

MR.STEWART: My Lord, = hope to be able to give to 
Senator Farris tonight a 2st of questions that I é¢ntond 
to ask on the resumption of the hearing. 1 can give them 
to him in writing, - possibly not until tomorrow morning, 
but not later than tomorrow morning. 

THE CHAIRMAN: It is no answer, but when you are talking 


about the tariff levicd on B.C. it was B.C. that holpod 
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to impose the tariff on Ontario at the time when the 
majority of Ontario voted against the veariic. Britis 
Columbia voted unanimously in favor of it. 

HON. MR.PATTULLO: What yoar was that, my Lora? 

COMMISSIONER DAFOE: 1878. 

THE CHAIRMAN: And 1891. Those were the years when 
the tariff was imposed. 

HON. MR.FARRIS: Our presentation of this case has 
not given the suggestion that it is a position of retalia- 
tion: there is no factor of that kind intentionally in 
meat eld. It. is moerély an analysis of the incidence of 
the tariff. Notwithstanding what some of the papers have 
said, we believe ourselves to be good Canadians, as good 
as in any part of Canada, and we are anxious to see 
Canada go ahead, - we are anxious to see our industries 
assisted in Ontario and elsewhere. But incidentally, 
in working that out, we believe that if recognition is 
given to the undue burden that is put on us in doing that, 
and if that is adjusted, it will not only be better for 
British Columbia but, in the long run, wiil be bettor for 
Canada as a whole, because of the wonderful resourcss we 
have. If something can be done to get our developments 
Oh a Sounder basis, up to a certain point, British 
Columbia will go ahead in @ wonderful way, and some day 
Will be in the real contributing class,as is now 
unsuspected. 

THE CHAIRMAN: What I am waiting for, Mr.FPattullo, 
is to see how you will apply that in the problem we have 
to consider in working out the financial basis of 
relations between the Dominion and the provinces. That 
is my difficulty, to see how you apply, in a practical 
way, to the problems wo have to deal With, the 


briefs we have heard. Of course, from the standpoint of 
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taxation, I think it is a mistake to assume that any 
one province is in a happy state. We have had the same 
representations from every province. All taxations 
borne by the people of Canada today is most s©tere, 
and is hampering the development in many Lines. One 
problem we have to consider is, is thre any method 
whereby that situation can be in any way eased. Up to 
date we have had no suggestion that would indicate 
any reduction in public expenditure. There have been 
Suggestions for the transfer from one body to another, 
and suggestions for increasing public expenditure, 

but no practical suggestions for reduction. 

HON. MR.FARRIS;: Mr.Chairman, I notice in one of 
Our newspapers here a suggestion that the public are 
demanding a reduction in expenditures. I think an 
analysis of the testimony of every man in public life 
will be that what the public is demanding is increased 
services. 

COMMISSIONER DAFOE: But they do not want it to 
cost them anything. 

THE CHAIRMAN: You see, this must be borne in mind; 
the taxpayer, the man who bears the heaviest burden, 
is the onc who is complaining. The man who has not got 
that heavy burden to bear is not complaining so much, 
and he is probably anxious for increased public 
expenditure. We will have the city of Vancouver here , 
telling us the situation, - the burden of taxation on 
real estate. We have had it all over Canada; it is 
most impressive. Unlegs conditions here are different 
from those in the east, it is operating as virtual 
confiscation of the property of citizens. But how is 
it to be reduced? It cannot be reduced by shifting the 


burden from one body to another, unless some hew sources 
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of taxation can be found, or there should be some 
method of reducing public expenditure. Those are the 
most difficult problems we have to face, and it is very 


difficult to get light on them. 


--- The Oommission adjourned at 4:30 P.M. until 
10:30 A.M. Monday, March 21st, 1938. 
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ROYAL COMMISSION ON DOMINION-PROVINCIAL RELATIONS 
VICTORIA, BRITISH COLUMBIA, MARCH wi, 1938 


The Royal Commission appointed to re-examine the 
economic and financial basis of Confederation and the 
distribution of legislative powers in the light of the 
economic and social developments of the last seventy years, 
met at the Parliament Buildings, Victoria, British Columbia, 
on Monday, March 21, 1938, at 10.30 a.m. 


PRESENT: 


HON. CHIEF JUSTICE NEWTON W. ROWELL....CHAIRMAN 
DR. JOSEPH SIROIS 
JOHN W. DAFOE, Esq. Commissioners 


) 
DR. ROBERT ALEXANDER MacKAY 
) 
PROFESSOR HENRY FORBES ANGIJS ) 


Commission Counsel: 


eames McGregor Stewart, Esq., K.-C. 


Secretariat: 
Adjutor Savard, Esq., Acting Secretary 
R.M. Fowler. Esqe Legal Secretary 
Wilfrid Eggleston, Esq., Assistant to the Secretary. 


FOR THE GOVERNMENT OF BRITISH COLUMBIA: 


Hon. Thomas Pattullo, K.C., Premier, 
President of the Executive 
Council 
Hon. G.M. Weir, Minister of Education 
Provincial Secretary 
Hon. G.S. Wismer, Attorney-General 
Hon. A.W. Gray Minister of Lands, Minister 
of Municipal Affairs 
Hon. John Hart, Minister of Finance 
Hon. K.C, MacDonald, Minister of Agriculture 
Hon. F.M. MacPherson, Minister of Public Works 
Hon. J.W. deB. Farris, Counsel 
Dr. W. & Carrothers, Chairman of the Economic 
Council. 


C. B. Petcrson, Esq., Commissioner of Income Tax. 
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Parliamont Buildings, 
Victoria, BiC.., 
March 21, 1938. 


MORNING SESSION 


The Commission met at 10,30 A.M. 

THE CHsIRMaN; I understand, Mr. Stowart, you 
have formulated 1: list of questions which you havo sub.. 
mitted to Senator Farris 

MR. STEWsRT: Over the week-cnd, my Lord, a list of 
such questions as involved cither governmental policy ur 
research, was formulated and submitted to the government 
counsel, Is it your wish that those be referred to now? 

HON. MR. FeaRRIS: Mr. Chairman, on Saturday, quité 
a formidable list of questions "was handed to me with the 
understanding that I might be able to deal with some of them. 
Of course, I could not touch all of them,cxcept upon 
inst:cuctions from the government. I have not the least 
idea of the government's position in regard to some of those 
questions which my learned friend has asked mc. I have had 
no opportunity, as yet, to go into them, as I went home 
over the week-end. Our staff has bocn working on those 
questions, but I do not know how far they have progressed. 
My suggestion is that the entire matter stand over end in 
tho meantime the Union of Municipalities of British 
Columbia, and their counsel, are here as well as the 
City of Vancouver and their counsel. I think, if that is 
satisfactory, to the Commission, and Mr. Stewart, I will 
now introduce Mr. Sullivan. 

THE CHAIRMAN: Before that Sonator -- the general 
procedure is quite acceptable to the Commission &S we 


desire the government to have covery opportunity of 


considering the question. They are all queftions which 


have beon raiscd clsewhere with the other governments and 


we would like to have this government's €onsidered view. 
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While I have had an opportunity myself, to sce those 
questions, my brethren on the Commission have not. T night 
say Mr. Stewart submitted these questions to ne and I think 
it might be a matter of convenience for all concerned if 
they were put in the record. In this ay everyone would 
have an opportunity of seeing them and considering then. 
MR. STEWART: This is a list of questions on which 
the commission would like to have the views of the 
Government of British Colunbia; 
1. Certain information was asked at the hearing 
on Friday, particularly dealing with the various sub- 
missions made on behalf of the Province of British 
Columbia during the past 35 years. In particular 
the Commission would like to have copies of the 
memorandum prepared in 1912 referred to at page 17 
of the Provincial brief, if such copies are available, 
2. In the British Columbia brief the present basis 
upon which the census is taken was critized. Should 
it be a quinquennial or decannial census? 
5. What are the views of the Government as to the 
basic validity of the subsidy system? Is it a sound 
principle of government that one unit should spend 
what another unit raises? What is this Government's 
view as to the suggestion in Manitoba that subsidies 
should be capitalized in reduction of the debt of the 
provinces which would be assumed by the Dominion? 
4, What is the opinion of the Government on the 
Subject of conditional subsidies? 
5. What is the view of the Government as to debt 
control and debt reduction? If some method of 
refunding is necessary, is this Province prepared to 
accept certain controls in order to assure investors 


of protection in the future? What should be done if 
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@ province or a municipality finds itsclf financially 
unable to carry on? Should there bec sone machinery 
for readjustment? 

6, What is this Governnont!s view as to the need 

or advisability of a Grants Cormission? if this 
Governnent is in favour of a Grants Commission 

would it favour the laying down of definite principles 
for its governance, or woubd it favour the s.ustralian 
method of unrestricted power to investigate and 
report? 

es In the contentions advanced by the British 
Columbia Government it is stated that "for the past 
70 years the adjustnent and changes have been based 
on no sound governing principles". Upon what basis 
is it suggested that financial adjustments should be 
made? Should it be on a basis of population or 
should it be on the basis of fiscal need, as suggested 
by certain of the other provinces? 

8. What is the view of this Government as to the 
suggestion advanced by Nova Scotia that there should be 
Dominion-Provincial conferences regularly convened 

at certain dates each year, and with a permanent 
secretariat for research and to prepare agenda? 

9. What is the view of this Government as to the 
possibility of economices in tax collection, not 

only governmentsl economies but economies for 
individuals and companies? In particular, docs this 
Governnent favour centralized colléction of taxes 
Similar to the collection of the Ontario income tax? 
What are its views as to a uniform Companies uct; 
uniform Security Frauds regulations, and uniform 
vonpany returns? 


10. Does this Government agree with the suggestion 
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that jurisdiction ovor insurance should bc Dominion 
with the exception of the requirenents of insurance 
contracts and the licensing of agents? 

ll. Is this Government in favour of the Dominion 
having jurisdiction both to negotiate and inplenent 
treaties with other countries, including intcrnation- 
al conventions, subject to the proviso that the use 
of the treaty-naking power should not be cojlourable? 
les It was suggested by this Governnent that the 
Dominion should take over Old age pensions fal 
mothers’ allowances. What is its view as to the 

most satisfactory method of administering old age 
pensions and mothers! allowances should the Dominion | 
assume this jurisdiction? What is this Governnent!s 
view as to the suggestion advanced by the Canadian 
Manufacturers Association to the Cormission that 

old age pensions should be placed upon a contributory 
basis and apply to all citizens of Canada? Should 
the scale of pension be uniforn throughout Canada, 

or should there be variations in accordance with 
different standards in different places? 

13. Has this Governnent any suggestions to relieve 
the burden on real estate, and what is necessary to 
enable the Province to work out a solution with its 
Own Municipalities? What view is held as to the 
contention that Governnent property, particularly 
that held for business purposes, should not be exempt 
from municipal taxation? 

14, «are there any Provincial statutes in British 
Columbia which discrininate against the products 

of other provinces? 

ie .¢ Kes bean suggested to the Comission by 

Nova Scotia that there should be provision for 


delegation of powers between the Dominion and the 
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provinces, What view hes the Governnent of British 
Columbia as to this? 
16. What percentage in value of exports fron 
British Columbia is sold 
(a) In Great Britain 
(b) In countries with which Canada has a trade 

agrecnent? 
17. In the tables on page ¢2l of Counscl's brief 

(a) are the subsidies in licu of lands 
included in the class of special grants in the cases 
of Manitoba, Saskatchewan and Alberta? 

(b) Is the amount of the awards of the 
Dysart Cormissions included in the Special Grants 
to Saskatchewan and Alberta? 

(c) Is the amount of the Turgeon award 
included in the special grants to Manitoba? 

(ad) Is the annual payment of $100,000 to 
British Columbia alleged to be given as compensation 
for the railway lands, included in Special Grants? 
18, «are municipally-owned public utilities in British 
Columbia subject to (a) Provincial taxation or (b) 
Municipal taxation? If not, is it the view of the 
Governnent that such public utilities should be 
taxed on a basis of equality with privately-owned 
utilities? 
19. In dealing with the problens of transiency, is 
it the view of this Government thet this Province 
should be entitled to charge to the Province of origin 
the cost of social services accorded to the transients 
in this Province, or only the cost of the social 
services he would have been entitled to receive in the 


Province of origin? 


20. What is the view of this Governnent as to the 
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inclusion of cortain fundanental Pilehts. of oe 
ship in the Canadian Constitution? 

These are the original questions delivered and the 
following three supplementary questions were subsequently 
delivered to Counscl: 

1. The Commission would like to have copies of the 
following docunents produced for their inspection: 

(a) Subnissions nade to the Doriinion Govern- 
nent in support of the clain for better 
terns in 1900; 19015 1903; 1905;.1906; 1908; 
Poids L9Le a9Ies 1984 and 1927. 

(>) The correspondence which passed between 
the two governnents in relation to such 
submissions and clains, 

(co) any correspondence between the governnents 
in relation to the denand for a Cormission 
to investigate the special clains of 
British Colunbia,. 

(d) The protests made by the Province of British 
Columbia against the action of the Dominion 
in enacting or keeping in effect a Doninion 
incone tax. 

(e) Any resolutions of the British Colunbia 


Legislature relative to (a) and (a), 


2. Could the Governnent of British Columbia indicate 
its view as to the quantum of loss, if any, sustained 
by it by reason of the alienations nade by the 
Dominion Government of lands in the railway belt or 
the Peace River block, or by reason of the Doninion'ts 
administration of those areas? 

3. Is the Governnent of British Columbia in a 
position to indicate its view as to the effect on the 


cost of governnental administration in British 
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Coluribia of the Scographic and topographical 


difficultics of the Province? 


I was going to say, my Lord, that those questions are 
such as involve questions of govornnental Polley or 
research. I have, of rourse, other questions which arise 
out of the brief, and upon which I would like to question 
Counsel. 

HON. MR. F.RRIS: I would suggest, however, that these 
other questions be read into the record too, so we could have 
the advantage of considering them in the neantine. 

HON. MR. PATTULIO: Might I say I have not heard the 
latter questions until now; I would like the opportunity, 
before we get through, of interrogating soncone having 
Doninion authority. I would like that opportunity before 
expressing a definite opinion on behalf of the Government 
of British Columbia, 

My Lord, might I say this, this governnent realizes 
that your Commission is placed in a very difficult position. 
Our government desires to be netpiul too; “bub tO, out 
interrogations such as have been put here before the 
government has an opportunity of discussing them with a 
higher authority as to what it might do -- why, it is 
absolutely impossible. 

THE CH.IRMAN: This Comission has put these 
interrogations to the other governments; in most cases the 
governnents have answered then, but in one or two cases the 
government has said it was not in a position to answer. 

Of course, if you told us you could not answer or you were 
not in a position to answer, this Cormission would have to 
accept that statement. What we want is to get as much help 
aS we can while we are here, we do not want you to do the 
impossible, but we do want all the help we can .possibly 


get. 
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HON. MR. PaTTULLO: Wo should bo very glad to do it, 
but -- woll, you must realize, sir, as you do, that this is 
& vory largo order, involving policy. Now, what is the 
right policy? Tho Commission docs “ot know what is the 
right policy, I do not know whet is the right policy, nor 
docs the Dominion Government. The only wey we will cvor 
arrive at conclusions is by deliberation .. 

THE CHsIRMAN: You scc, the situation is this, these 
ere all questions which arise under our reference amd upon 
which we want to get ell the light we possibly can, We are 
asking for that light from all available sources. 

We do not went to have these quostions come up, as they 
have come up in other provinces, and not have the view of 
British Columbia upon them, We do not want anyone to be 
able to say, hereafter, "We did not have e chance to express 
our opinion upon that particular matter," We want Greryone 
to have such an opportunity. 

HON, MR. PaTTULLO: But, my Lord, might I say this, 
these questions, involving as mu-: &s they do -— I am not 
finding fault with the technique of the Commission in its 
operation, but questions like this should have been sub- 
mitted to us weeks ago in order that we would have &n 
opportunity, as a government, of considering them. Since 
the commission has becn here our government has not had 


& session. 


THE CHAIRMAN: Mr. Pattulilo, i should have thought 


@ll those questions were inherent in the order-in-council 


and the submission. I should have thought thet those were 


the very questions which the government would have 
considered because they are questions which affect the 


relations between the Dominion and the provinces which 


we are called upon to study and re-examine, In the other 
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provincecs, we did not submit eny list of qucostions at all, 
I asked, or counsol asked, thc premicr. or whoever was 
speaking at the time thcir vicws upon these mtters, end if 
they were not prepared to give them at the time. they seid, 
"Well, we will give them before che commission adjourns,* 
We have submitted more to you in w:.ting than we have to 
any other government, 

HON. MR. BPRTTULLO: TI woula say that I appreciate tmt 
very much, but I think. probably you should, in this regard, 
because this provinec has suffered morc than any other 
province, I am referring now to the incomc tax. Every 
question which is asked here really gets back to the basic 
principle of the Dominion Government being an ogre -= I 


am not saying that offensively -- coming into our pantry 


where we have a full larder. everyvhiag in wonderful shape, 
then the government comes in and entirely pushes us out 
of our own pantry; that is the difficulty. 

THE CH4SIRM4AN: We discussed that very fully last week 
and we know your contentions. We appreciate them, but this 


which : 
is our problem;/the Commission must consider in the course 


of its deliberations. If the Government of British 
Columbie has vicws on thesc questions, we would liko to 
have the benefit of those views. If, howevcr, you say you 
cannot give us your views, we will have to accept that. 
HON. MR. #4TTULLO: I can assure you, sir, we will 
go as far as we can. taking them im serri®tim, at a later 
date. 
THE CHAIRMAN: We do not want to be in a hurry about 
it, we just want to have your views upon tho matter, 
Then, I would like, when you come to make your final 
submission -- you have submittod claims under two 


catcgorics, One is a claim to be placed on oquality with 


the other provinces covered by No. 2 of your submissione 
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The other, is a claim for thc readjustment of rclations 
between the Dominion and the province on which you havc 
given us ccortain roesons. Now, whcn you come to make your 
final submission, woulé@ it be possible for you to intimate 
which of your contcr’sions fall undor the first category. 
I have in mind this; you have an intorin subsidy of $750,000, 
and as I cxplaincd last week wc must make a finding on the 
facts. We would be glad if you would give us informtion 
&s to your claims or contcntions which support that $750,000, 
whether it should be more or less, whatever your contention 
is so that we would have it before us in definite form as 
distinct from your contentions which relate to a general 
readjustment of relations between the Dominion and the 
provinee, If you co not spparate it, we have to try to do 
it. We woulda rether have your separation so that there is 
no misunderstanding and so that we get your views upon the 
matter; that is our whole idea. 

HON. MR PHTTULLO: I think you ere perfectly right 
in that, sir. 

THE CHAIRMAN: Then, there is the suggestion, if it 
is feasiblc ~~ it is a matter about which I questioned Mr. 
Farris last week,-~I would like, if you could help us, to 
hat-3 you take the matter of tariff, freight rates, and 
monetary policy and tell us how you relate that to the 


readjustment of financial relations between the Dominion and 


the province, You s@y you suffered by reason of the federal 


policy in respect to those matterse How are we to take it 


into account? What is the basis upon which we are to act in 


reference to that matter, assuming your contentions to be 


correct. We are only raising these questions in order to 


get the fullest informtion in connection with then. 


HON. MR, PSTTULLO: We will give consideration to that 


matter. 
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THE CHAIRMAN: Thank you Mr. Pattullo. Now tho-, 
Mr. Sullivan, 

HON. MR. FaRRIS: I was wondering if Mr. Stcowart would 
read into the record the questions which ho has to ask 
Professor Carrothors. 

MR. STEWART: Well, I havetnt them in a position, as 
yet, -— they are not properly formed, 

HON. MR. FARRIS: <= wonder if he would let us 
have them in typowritten form? 

MR. STEWsRT: It would be much more difficult to do it 
with these questions than with the questions alrcoady submitt- 
ed. When you have a document in the redord and there is 
@ question upon which you want further information, you 
have to ask for the information. 

HON. MR. FARRIS: It would not be suggested that Mr. 
Stewart would be confincd to those cuestions, but if he 
could give an outline of the substance of the questions 
he will get his answers much more expeditiously. It is 
understood he would not be confined -- onc question does 
lead to another. 

MR. STEWsRT: The difficulty is they are questions 
on the record and the answer may lead to anot&er question, 

HON, MR. F&RRIS: That is quite truce. 

MR. STEWART: I would certainly be glad to discuss 
with Dr. Garrothers the line of questioning I have in 
mind; I have already done that to @ limited extent, but 
Z have not had an opportunity of formulating the questions 
themselves. 

Before Mr. Sullivan procecds, reservation was made 


in the record for the Martin Report, and it was called 


Exhibit No, 174. I wish to have that tendered now. te i2 


the report of the Royal Commission on the Roconveyance 


of Land for British Columbia and it will be known @s Exhibit 
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No, 174. 


THE CHAIRMAN: Vory well, Mr. Stowart, and now wo will 
here Mr. Sullivan. 

MR. SULLIVi.N, Solicitor for the Union of Municip- 
&litios of British Columbia, was ealled, 

MR. SULLIVAN: My Lorcd, I appear eas solicitor for the 
Union of British Columbie Municipalitics. I an accompanied 
by our Reeve, Mr. R.Ce MacDonald, who is President of the 
Union, as well as Mr, Sewell, 

I an instructed by the President, first of all, to 
thank you on his behalf and on bchalf of all the other 
officcrs of the Union for the opportunity afforded the 
municipalities, through their Union, to make representations 
to this Somme ton, Submissions and representations have 
already becn made on behalf of the province and with which 
we are in hoarty accord, We are gratified that Senator 
Farris, in addressing you the other day, spoke of his wish 
to take us under his wing. Now, cs municipalities we are 
of course, children of the provincial government, but the 


province defines our powers and limits our powers just as 
the province itself is -imited. This is true, of course, 
with this exception, that in the case of the provinces there 


is a constitution, there is the B.N.4. &ct to which reference 


may be made, The extent of our powers and our liabilities 


is not determinable because that depends entirely upon the 


provincial authoritios, and what they think of it. Our 


responsibilities, financial ana every other way, are laid 


down by the province whether we like it or not. Untila 


short time ago when e modicum of relicf was granted to us, 


the municipalities levied, as municipalities, were called 


upon, in addition to paying for strictly local services, 
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to pay out for relicf or furnish charity through grants, 
uncer twelve separate acts of the provincial govornnent, 

The municipalities had no voice in the netter at all. Now, 
these twelve fects arc sct out in the provincial brisf in 
Part V; page 205. We did not set thon out as wo relied upon 
the provincial=bricf which refers to the problem of the 
municipalities in this province. 

My Lore, and Gentlenen: Our chicf source of revenue 
is, of course, a tax upon land. I think the statenont was 
made here that 90 per cont of the revenucs of the municipali- 
tics is so cerived, 

THE CHaTHMsN: What other taxes are imposed by the 
rural municipalities in this province other than the land 
tax? 

MR. SULLIVsN: License fees, my Lord. In most cases 
there are public utilitiss, too, but the main sOurce of 
revenue is, of course, the tax upon real property. Now, 
we represent, territorially, as municipalities, less than 
one half of one per cent of the area of the province, but 
we are in the first line trench of governmental worry and 
grief for this reason; over 70 per cent of the people 


residing in the province live within municipal areas, Those 


are the proportions. 
THE CHLIRMGN: You represent the rural municipalities. 
Do nore than 70 per cent of the people living within 


rurel British Columbia live within the organized municipale 


ities? 


MR. SULLIVAN: Over 70 per cent reside in organized 


+ al 
territory. in municipalities, both urban and rural, 


THECBHLIRMSN: Can you give us the percentage residing 


within the rural nunicipalitics, that is taking the rural 


population? Can you give us the percentage residing within 
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orgenized nunicipalitics es compared with those who reside 
outside of organized nunicipalitices? 

MR. SULLIViN: I do not have that figure at the 
morient, but LI would be glad to tender it. 

THE CHsIRMAN: It is just to give us a general idea 
of the taxation, because outside of these organized 
municipalities the provincial government has to earry the 
whole burden, 

MR. SULLIVsN: Yos, my Lord, that is true. I have been 
handed by the Seerctary a statement giving the information 
which you have just requested. No, I am sorry, it is not 
complete, but I will put that in, my Lord, later, It boils 
down to this, my Lord, It is admitted that we have found 
Cifficulty in trying to administer these services, social 
and otherwise, to seventy per cent of the people of the 
province, by a tax on real estate. This real estate consists 


of less than one half of one per cent -- and that is 


admitted by the provincial government. It is contained in 


the provincial government's brief -- and we particularly 
rely upon the frank statement of our premier which appears 
in his introduction in part =. where he says, "With inadeg- 


uate sources of revenue many municipalities find the 
burden greater than taxable property can pear." We submit 


thet no truer words were ever spoken with regard to the 


position of tis riunictipalities in this province today. 


You will understand that in our troubles, the Honourable 


the Premier, is at present holding a position of adverse 


interest. 


THE CHAIRMAN: Pardon me, I did not quite hear what 


you said. 


MR. SULLIVaN: nicipalities, 
° aslNe 


Most of our troubles, 4s mu 


bring us into conflict with provincial authority. 
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THE CHAIRMAN: JI should have thought it would be 
cooperation. 

MR. SULLIVAN: My Lord, under the power of the Acts 
to which I have referred, services which are strictly 
local services such as were in contemplation at the time 
the British North America Act was written--in addition 
you have a charge levied for the twelve social services 
which our taxpayer has to pay for, and the land cannot 
stand it. 

THE CHAIRMAN: How does the tax rate run? What is 
the assessment, how many mills on the dollar? 

MR. SULLIVAN: I cannot give the figures for the 
rural section to you, but I can speak with some authority 
for the city of New Westminster. Hace aan happen to 
be on the Council. Our rate is 56 mills; on one thousand 
dollars worth of property, you pay $56.00. Out of that 
there is almost $20 taken for education. 

COMMISSIONER MacKAY: What is the proportion of value 
on your property? On what basis do you actually assess 
your property? 

MR. SULLIVAN: At the actual value, 

COMMISSIONER MecKAY: That is the value which it 
would bring in the market? 

MR. SULLIVAN: The value which would exist if there 
was a market and you had a situation where one person 
was willing to sell and another person was willing to buy. 
We could not get any closer than that to it, what a 


willing purchaser would pay in the market. 


COMMISSIONED MacKAY: Is that fairly general in 


British Columbia among the municipalities? 


MR. SULLIVAN: Yes, I think it could be said to be 


fairly general. Il am informed by the Honourable Premier that 
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Vancouver is in a different category, but under the 
Municipal Act, it is the actual value which is taken. 

THE CHAIRMAN: Taking New Westminster » to which you 
have referred, Mr. Sullivan, generally speaking, the build- 
ing is much more valuable than the land, is it not? 

MR. SULLIVAN: It works out this way, my Lord, that 
our land assessment runs about $8,000,000. and our improve-— 
ments run about $11.000,000. 

THE CHAIRMAN: That is your buildings, is it? 

MR. SULLIVAN: Yes, my Lord. 

THE CHAIRMAN: So, to get at your tax rate on the 
basis of communities which tax both land and buildings ana 
méke a comparison, you would have to divide your rate by 
two, would you not? 

MR. SULLIVAN: Yes, depending upon the peresntage 
of improvement that you had. 

THE CHAIRMAN: Yes, in some provinces they tax the 
whole of it, and in others, they tax only part of it. 

MR. SULLIVAN: In the City of New Westminster out of 
that $56.00 to which reference has been made, $29.00 goes 
for education, and after the fixed clarges are taken care 
of, there is only a matter of $3.75 left for the regular 
services such as street maintenance, fire and police 

services, and other strictly local services. 

THE CHAIRMAN: Is the amount which you contribute to 
schools a fixed amount? Has the Souncil any control over 
the school rate? 


MR. SULLIVAN: I think it may be fairly suggested that 


the Council has no control over it. There is a provision 


in the School and Municipal Act for arbitration between 


the Council and the School Board, but it kas not been 


used to any great extent. We are more or less in the position 
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of having to finc the money which is required by the School 
Board. 

THE CHAIRMAN: I assume the Council probably considers 
what the School Board asks for is necessary or it would 
use the arbitration clause, 

MR. SULLIVAN: We have used it, but the School Board, 
I think, is doing the best it can. 

THE CHAIRMAN: You have used it without success, I 
suppose? 

MR. SULLIVAN: We have succeeded, my Lord; we saved 
$12,000.30 on one occasion. 

The Brief which is submitted to you was prepared 
by a small committee of our union, none of whom were 
lawyers, nor yet statisticians, and that is why, I think, 
the Brief can be said to be a marvel of brevity. 

THE CHAIRMAN: You did not add, “And of common sense." 

MR. SULLIVAN: I am coming to that, my Lord. It boils 
down, as you will see, to a very brief statement or sub- 
missiom which, I think, can be supported by statistics 
if your Lordship requires them. Certainly, I think, they 
will all be concurred in by the provincial authorities. 

The first thing which is stated in the Brief is that 
the municipalities are a very important part of govern- 
ment. The second statement is, that the activities of. 
municipalities are closer to our people than any other 


form of government. 


THE CHAIRMAN: I think everyone would accept: those 


two propositions. 
MR. SULLIVAN: Yes, and I do not think they require 


any elaboration. The third statement deals with the matter 


of assessment. It deals with the guestion of tax sales, 
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lands being put up for sale and the difficulty in finding 
people willing to buy them even at the cost of only three 
year's taxes. I do not know that there is anything that 
I can add to that. 

THE CHAIRMAN: Do you find a good deal of lands are 
sold for taxes? 

MR. SULLIVAN: It varies, my Lord, in the different 
municipalities. If I came here, for instance, witha 
map of the municipalities and I coloured in red the parcels 
which had reverted to the municipalities for non-payment 
of taxes, it would startle you. However, to be fair, the 
way it works out at present, throughout the province, is 
between six and seven per cent of the municipal land is 
that which has been obtained through non-payment of taxes, 

THE CHAIRMAN: What about the rural municipalities, 
is there a large amount of land being sold for taxes in 
the rural municipalities? 

MR. SULLIVAN: Oh, yes, my Lord. 

THE CHAIRMAN: The land taxes there, I understand-~-Oh, 
no, you were not giving us the land tax the other day, 

Mr. Hart. You were speaking of the land tax in the un- 
organized municipalities. Can you give us any idea of 
the land tax in the organized municipalities? 

MR. SULLIVAN: That varies, my Lord, with every 
mnicipality; I do not know that any figure can be given, 
Dr. Carrothers reminds me, and + have seid, I think, that 
we do rely upon the provincial brief, that starting at 


QR 


page 200 of the provincial brief and continuing for a 


number of pages, it separates each problem of the municipal— 


ities. Then, when we come to pages 219-220, I think you 


will get a great deal of information for which you asked 
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at that point. Page 220, Table 111, shows the population 
area and receipts of municipalities for the calendar year 
of 192.. It shows the population per acre of cities as 
52.20, and the receipts per capita as $42.70. The popu 
lation per acre in districts is given as 0.128 and the 
receipts per capita as $25.00. In villages the population 
per acre is 1.17 and the receipts per capita $8.50. Table 
111, shows the }~oulcation residing within municipal limits, 
the area incorporated, the municipal population per acre, 
the receipts per capita, and the receipts per acre in 
1935. The population »exz acre figures is given because 
it very strikingly indicates the different Aeon eee of 
city, village and district municipalities. In city muni. 
cipalities, the population per acre is 52.-a while in 
district municipalities it is only .128 and in villages, 
it is 1.17. The receipts per capita are of interest in 
that they indicate the relatively more important role 
thet the larger municipalities rlay in their residents! lives 
through providimg additional services of higher quality. 
The receipts per capita in cities were 642.70, in districts, 
25.00, and in villages, 98.50, I think, my Lord, that 
you will find this part .of tise brief goes into detail on 


this question, and I repeat, that we, as municipalities, 


rely upon that portion of the provincial submission. 
The fourth statement or submission made on behalf 


of the municipalities is that municipal responsibilities 


have been increased and no adequate means provided for 


raising the necessary revenues. Certain reasons are 


advanced in support of that statement, but you will note, 


that in 1922 the municipal committee of the provincial 


the problem of the municipalities’ 


legislature in studying 
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made the definite recommendation that education and 
hospitals were beyond the power of the municipalities to 
carry to the extent to which they had been carrying them, 
The quotation is given of the recommendation of the pro- 
vincial committee in the"Statement of the case of the Muni- 
cipalities of British Columbia." The recommendation 

reade as follows: 

“We recommend that the legislature and the 
government sercure the fullest information before 
next secsion, and give serious congideration to 
the proposals for providing acditional revenue to 
meet services above-mentioned, by imposing; A. A 
tax on gasoline comsumption;." 

I would like to remark here, my Lord, that the 
following year the provincial government of 1923-24 did 
adopt that recommendation to the extent of imposing 4 
tax upon gasoline consumption. This tax has been imposed 
ever since, and last year it amounted to almost $3,000,000. 
It ig $2,719,000, to be exact; it is almost $3,000,000 per 
year. This tax is paid ina large part by the residents 
of the municipalities. This seventy pecent of our people 
sre those who are using gasoline, and I think this is a fair 
statement, to say that a large portion of the gasoline 
consumed and so taxed is consumed by vehicles running 
upon municipal roads, roads which the province does not 
keep up. The province pays for primary or secondary 
highways, and those are few. 


There is the situation. There 1s almost $3,000,000. 


which is largely contributed by the residents of the 


municipalities, but there is none of that money comes 


back to the municipalities as was recommended here. The 


municipalities do not get one cent of it. It has been 
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spent entirely, and we are told for thirty years in the 
future, upon provincial debt. 

THE CHAIRMAN: As I understand your contention, 

Mr. Sullivan, it is this; the committee recommended the 
gasoline tax for the benefit of the municipalities, the 
legislature adopted the recommendation by proposing a 
gasoline tax and the province took the revenue for itself, 

MR. SULLIVAN: Yes, that is the situation. 

THE CHAIRMAN: I am afraid that is not a matter upon 
which we can pass, +t is entirely a matter as between the 
municipalities and the province. 

MR. SULLIVAN: I think that is our position here, 
anyway, my Lord, We appreciate the opportunity of coming 
here and simply telling you our problems. We realize the 
you are investigating the realtionship between the Dominion 
and the provinces, and that we are only here upon sufferance, 

Recommendation number five is that grants are not 
a satisfactory means of financing. As was stated in the 
provincial brief, it is necessary for the municipalities, 
if they are to carry on administering social services at 
all, in addition to the strictly local services, to have 
grants. However, there is no standard as to how much these 
grants should be, there is no statute to which we can go. 
It depends upon the whim of the provincial government, for 
the time being, in power. 

HON. MR. PATTULLO: It also depends upon Ottawa. 

MR. SULLIVAN: It also depends upon Ottawa. We are 
told by the province that it is broke, and we know it. 

HON. MR. PATTULLO: I must interrupt there; we are 


not broke. We are far from it. 


MR. SILLIVAN: I should not have said that. 
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THE CHAIRMAN: In dealing with this question of social 
services--are those social services not the ones which 
the people in the municipalities have asked the government 
to provide? 

MR. SULLIVAN: I would say not, my Lord--I do not 
know, but it might be so. 

I am going to take again, as an example, the city 
of New Westminster. This city has a population of approx-~ 
imately 20,000 people. I suppose our voters’ list for 
provincial purposes, might be half of that or very close 
to it. These are people who are not taxpayers, just a 
floating population. These are the people who elect a 
govermment at Victoria. There are only 5,000 of them who 
are going to pay taxes in the municipality. The floating 
population can elect a government at Victoria and then 
have that government give them all the extravagant social 
services which one can imagine. Name them! Twelve different 
Acts which the provincial government, instead of taxing 
the floating population for the sarvices extended, the 
provincial government has power to say to the municipalities, 
"Give us the money, you have to pay this cost". 

THE CHALRMAN: Have you any suggestion as to how 
that situation can be relieved? We had this suggestion 
made to us in one of our hearings. It was suggested that 
it was a great stabilizing influence upon municipal 
expenditure to have a limit on the amount which can be 
imposed on real estate in relation to the amount which 
was impcsed upon other residents of the municipality. In 


other words, they had to increase the local income tax of 


the municipality in proportion as they increased the tax 


on real estate. 


MR. SULLIVAN: I should imagine that would be 


exactly what we are tying to get at, my Lord. 
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THE CHAIRMAN: Is that something which you think 
is feasible? The theory presented to us was that all 
people enjoying the benefits of municipal government should 
share in its cost. If only those who held real estate 
were called upon to bear the financial burden, the result 
would be that the expenditure would amount to so much that 
real estate would be »urdened beyond its capacity to bear . 
If the tax on real estate could only increase in proportion 
as the tax on income, all of the people earning an income-- 
then, there would be a more conservative attitude adopted 
towards public expenditure within the municipality on quest- 
ions of social services. 

MR. SULLIVAN: It might be, my Lord. I would suggest 
that you could acccmplish the same result in this way; let 
the land pay for the things which are properly chargeable 
to the land, such as police and fire rates. These social 
services, such as education, unemployment relief, and that 
sort of thing must be chargeable to some other authority, 
that °s our solution. Let us, as municipalities, tax our 
people and have them pay a tax on land which will take 
care of the things which land is properly suited to do. If 
the province's Submission were acceded to, for instance, 
and the Dominion government were to take over the cost 
of unemployment relief, and if the province were to take 
over the cost of education, the other things would be 


no trouble th the municipalities. 


(Page 5282 follows) 
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THE CHAIRMAN: Well, of course, that second proposition, 
you would have to persuade Mr.Pattullo. We have no 
jurisdiction over that particular mattor, about tho 
provinee taking over the cost of education. I am 
putting the probiem scriously, because it facos groat 
difficulties, and your problem is no diffcrent from 
that of the citics and towns thrmughout the entire 
Dominion. Is there any method whereby the taxcs on 
real estate may be kept within limits that roal estate 
is able to bear, by a wider distribution of the tax 
burden? I am only raising the question to gct the 
benefit of your views, if you have any on it. 

MR.SULLIVAN: I have no instructions on that, my 
Lord, I am simply putting forward what has always been 
our contention, that if you allow land to pay for the 
things it was always contemplated that land should pay 
for, and leave out these other services --- 

THE CHAIRMAN: I am not surc, Mr.Sullivan, that 
that is quite correct,- the things that land was always 
supposed to pay for. I amnot sure that thore was any 
strict line drawn. Has not public education, - public 
schools, always been finanecd by a tax on land, in some 
cases supplemented by a tax on income? 

MR.SULLIVAN: But, my Lord, you will remember, 
if we go back just a very few years, the cost of 
education consisted of the maintenance of the little 
red school house, and you had public meetings at which 
you discussed the question of whether the school teacher 
would get $150 or $200, - not a month, but per year. 
That was your cducational problem in those days, but 
it is a very different proposition today. 

THE CHAIRMAN: The cost of living has gone up all 


along the line. 
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MR.SULLIVAN: Yes, my Lord, but I say wo have 
advanced; the picturc has changed, and today cortain 
land cannot bo made chargcable with the cost of education. 

THE CHAIRMAN: Well, is this roally tho effeot of 
your contontion: The cost of municipal government, with 
the social services acquired, is beyond the rcasonable 
capacity of the taxpayers to pay? 

MR.SULLIVAN: Yos, my Lord. Just on that point, 
you have cited - and I will not bother to read it over,- 
you have citcd there are our grants from liquor profits, 
pari-mutuels, motor licenecs, from the province, and 
then also a table showing the way in which the cost of 
unemployment relicf to the municipalitics has increased 
over the same period. I would like to follow that up 
with just a concrete oxample. I am te&ing the city of 
New Westminstcr, becauso I know those figures of the 
Situation there is indicative of the situation elsewhere. 
On two items alone, my Lord, in 1930 we got in grants 
from the province- this is not set out in the brief - 
liquor, motor vehicles, and pari-mutuel grants, $64,151. 
Then it dropped to $56,000, to $47,000 to $27,000, to 
$18,000. Then there was an inercase last year, we 
were up to $21,000 again, - there was a restoration 
of funds. Now, in tho same period these grants are 
falling off, our costs of relief and social service 
have been mounting- For hospitalization and social 
service and relief in 1930 we had less than $28,000. 
Then it jumped to sixty-cight thousand, ninety-eight 
thousand, a hundred and twenty-four thousand, a hundred 
and thirty thousand, although last year they were down 
again. The provincial government did come to our 
assistance somowhat in social service cost. But last 


year we had $21,000 of grants against those extra burdens 


Ponta nex adediie obo 


if ws ah A, ee 
j > 


| Rar fam «bngnie pt araseng sae 
seal 
“Ye ‘iden, set tte, a0 at ALE SUMOREAN mR 
arse!  dnocen.deog Logtetenie oe) taon ‘adit +0 Ltaotacg 
a ideniniae: act ‘posted a! . Doct hepa esoreres inigor 

. Lyeq of ettergnqnee®. add reo thie 

onteg teat no weyt .bror oo 2% ;MAVILIUG SM 


«,Teve 42 bast oy todted too Llivn I bee = Settin evar 


ea tog: touprl work Siorty (uO G28 etedt Petle ovsd 


’ 


bine Ont Pony oft Herr toomsets LoTR, ofestia~ See 
to teoo add stp tite st yor olf gatwere aides eiomis aod 
a a ao; sob AL Fahy ott a + hle® _tnomno Sqamanl 
qe ged) wo. Cok ait aaaht aE an w I .S0lsoqg emis 2af tage 
ho “rhe ort? wrt tet uh t ob pie Orel aes aT Aye tte 
hte te sotvat? candy vor pat rauD od: » Lodantavteot wot 
stadtonl eer outte out yi eat bei 8)? otod?. nolesguere 
2 . : 

gierca ff Jon ow OSRL ar 1 tod it , oxptp matodt ow7 me 
~ Nobis wig al gue tue 7 cot ek stei ~ooalvong ous moth, 
HOT. 886 , etary Losih mete bee, wate gator Lotem , Tompkt 
ov 000. Te pg O00, vn ; hb, at ‘oft Bogaord th nowt 
6 ener ceur Opsorott! ta GBT oTORs mes? . 0005 ate 
CLsososac? s ain 6 aay - hia 00, £88 ov ql evew 


= s + - 
te einei@ eva. folsoq ame ade. of , wou «ods sus? tOy 
anZ' t teloua bute tolles 20 B’goe 66 ~2ie aort lem 7 
: 4 tr i 2% 
4 <e ontn nha ile! iqeot 197i .gnitagom oad. ie as 
% ‘ 


ees 


000, aa8 wast BaoL bad ow GBGL ct Deblier. Boe oolvremil 


itebo-yiaude » baapiods edute~ornte. vega, TL, nou 
End © . beeasot aeet-vesows Sa Sicut © , baasvoae 
wel stew yage a A te iL dyuetila , bneavads Carla 2 
tie of ob 1 1 grec 8V0@ Shon lees  pat.: «Atte 
i si > tvros £ 4 m 6.) Jateempae opnedecem 
Sn,9u0% - i<¢ 64 textear SS ielk Bo (AAD, (i¢ Do ow tae 3 


5284 


totalling $100,000. Now, tako those two scts of figures, 
hore is what I am gotting at. In 1930 that grant of 
$64,000, and with reliof, social servico cost of only 
$28,000, we had $36,000 of surplus on those two itcoms 
with which we could go ahcad with our education and other 
municipal matters. But now in 1936, with tho grant 
reduced to $21,000, and tho social sorvieco and relicf 
costs up to $100,000, we arc in the hole, and we have not 
a sumplus, - we are in the hole to the tune of $79,000. 
If you compute the diffcrenecoe botwoen those two scts of 
figures you will find out that the diffcronec of 1936 
over 1930 is the huge amount of $115,000. That moans 

an extra por capita burden in our city of over $23 

a taxpayor. 

THE CHATRMAN : How have you mot these extra costs; 
how far have you mot them by taxcs and how far by borrow- 
ing? 

MR.SULLIVAN: Well, we have borrowed from the 
provincial government, and wc have also passed up the 
payments into our sinking fund, we are going behind in 
our sinking fund in the city to the extent of about 
$91,000 a year. We owe the sinking fund now protty close 
to $800 ,000. 

THE CHAIRMAN: Have you borrowod the full amount of 
your relief costs or have you charged some of it in the 
general tax? 

MR.SULLIVAN : Some of it in the general tax. The 
Premier points out that until a couple of years ago we 
carriod a greater portion of that cost of relief than we 
are carrying today, that is why this figure is down. 
Today under our arrangement with the province, the 
province is paying 80% of tho cost of reliof administered 
to the employablo, and wo pay only 20%. In 1934, the 


difference per capita in our city on those two items alone 
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was ovor $30, nav it is $23. 

COMMISSIONER MacKAY: Wo havo not come to item No. 
5, Mr.Sullivan, but it scoms to mo to apply to tho other 
itoms following on there. You say “Grants aro not a 
satisfactory mcans of financing". Do you moan tho 
grants/you have expericnecd thom, or do you moan the 
grants in aid systom is nota satisfactory moans? 

MR-SULLIVAN: We feel that if the provinee, or somo 
higher authority would take carc of these scorvices that 
have no relation to land, woe are not intorostca in any 
grants at all. Let thc Govornmment kocp thoir grants. 

COMMISSIONER MacKay: Ayer familiar with the 
English system? 

MR.SULLIVAN: No, I am not. 

COMMISSIONER MacKAY: A groat many of the welfare 
services aro administered bythe municipality by grants 
in aid from the central authority. 

MR.SULLIVAN: Do you know if thoso grants in aid are 
determined by statute? 

COMMISSIONER MacKAY: They vary, as I understand it, 

MR. SULLIVAN: There is our trouble now. 

THE CHAIRMAN: You cannot tell how much you are 
going to get one year to the other: that is one of the 
points of your complaint, as I understand it, Mr.Sullivan? 

MR.SULLIVAN: You sec, it is possible, - well, I 
Suppose there is nothing in tho world to prevent the 
province of British Columbia - They are collecting their 
regular sourccs of revonuc, and tomorrow morning thore 
is nothing to prevent the provincial government from 
simply saying to the municipalitics: "Wo are giving you 
mo more grants at all, we will give you no educational 
grant, no grant at all; you take over the ontire cost 


of education". 
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THE CHAIRMAN: Thoy could wipo you out completcly. 

HON. MR.PATTULLO: But it would havo to bo by act 
of tho legislature, Mr.Chairman. 

MR.SULLIVAN: Quite. 

COMMISSIONER MacKAY: I do not wish to bo misundor- 
stood there about the English systom. Most of it is 
fixed by statute; there is some discretion, as I understand 
hs the central authorities with respect to some 
grants. Most of them are fixed by statute. If the 
municipalities provide services up to certain conditions, 
then they are assisted. Do you think that is a system 
of financing which is not really satisfactory? 

MR.SULLIVAN: Well, of course, it would be all right 
if it were final, - if it were permanent. If you were 
going to re-write the B.N.A. Act, for instance, tomorrow, 
and instead of revising the powers and rights and the 
responsibilities of only the Dominion and provinces, 
if you went a little further and laid down just what 
was the relationship of the municipalities in the scheme 
of Government, that would be all right. 

COMMISSIONER MacKAY: You do not think you can trust 
the provincial legislature? 

MR.SULLIVAN: Well, I do not like to put it that way. 
But here is history: The Provincial legislature, without 
asking us anything about it, did put on certain social 
services and originally carried them, but then suddenly 
the whole cost is laid upon the municipality, and that is 
why we have municipalities that are bankrupt, and others 
tottering, and all of us having difficulty. Take it 
this way, my Lord: If a taxpayer chooses to vote for 
a money “ylaw and to commit himself and his property 
to the payment of certain sums annually, that is one 


thing. But to have a floating population, as I said a 
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moment ago, do the voting, and to charge that against 
property, is an entirely different thing, and that is 
what is occurring with respect to social services. 

Now, there is onc statement in the provincial sub- 
mission, and we endorse the statement as a wholo. At page 
200 this statement occurs: 

"Many of the troubles of the municipalities may 
undoubtedly be attributed to tho demand for local 
services beyond that which the community is really 
eanlo to atford™. 

Now, I repeat here, an oxamination of the records will 
show that the trouble with the municipalities is not with 
respect to local improvement bylaws, or those extravagant 
things that they undertake by themselves. Our trouble is, 
as I say, with education costs and the social services. 

THE CHAIRMAN : Unemployment relief stands ina 
Special position, and is dealt with in the government 
brief in a special submission. But take the other social 
services, do you suggest they are beyorid the necds and 
requirements of the people in the municipalities? 

MR.SULLIVAN: I suggest, my Lord, that a good many 
of the social services are not properly chargeable to 
aman's real estate. Now, it is true that municipalities 
in the past looked after their poor and destitute, but 
as the Honorable Minister of Labour of this Government 
suggested to you at this hearing, that whole picture of 
destitution, if one is poor, is changed; you have a 
different type of indigent, whose number is multiplying, 
and it is too big a task for the municipality charged with 
the duty of taking care of the poor and destitute to take 
care of the needs of that “ast-growing army. 

Just on tae point too, my Lord, I would like to 


make this point: That tho municipality is recognized as 
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the proper agency for taking caro of the poor and destitute ,- 
fer as recognized by the Dominion as bcing ineapable of 
doing so. Take tho 01d Ago Pension act, well there, tho 
Dominion took over a form of destitution which proviously 
would bo the worry of the municipality. They took over the 
blind, a provision is made for that. That was fornely a 
matter of poor and destitute for the municipalities to 

jook aftcr. Anothcr in the same category, my Lord, is 

the legislation for the "Burned-out Veterans". 

TH CHiTRMAN: Well, of course, that is in a special 
class, whether it is right or wrong; whether the Dominion 
should take it or not, the Dominion has, but that is 
because they served Ovor-Scas. 

MR.SULLIVAN: Woll then, the blind, and even the 
unemployed, you see there is that admission, if it can be 
callod such on the part of the Dominion authoritios that 
this thing has grown beyond the capacity of the municipal- 
ities to dcal with. | 

Then, my Lord, the next but last statement, No. 9: 

"That excmption of Crown Lands places a great 
imposition on some Municipalities". 

I nots in the number of questions road by the counsel 
for tho Commission this morning that is touched upon. Tho 
Dominion Government, of course, did remove the cxomption 
on soldier scttlement lands a fcow years ago and that did 
bencfit somc of our rural municipalitios here, but it: 
is, to a limitcd extent,The agitation for the removal of 
that cxomption really arose in the prairic proviness and 
other provinces, and they did get substantial advantagos 
which wo did not get. But what we are concerned about here 
is, - that is federal, such matters as naval, military, 
penitentiary rescrves, harbour boards, and that sort of thing. 

THE CHAIRMAN: There is quite a difference, is thore 


not, Mr.Sullivan, betwcon property used for commercial 
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purposes and property for national defence. I can soc 

there might be a clear distinction betwoen the two classes. 
If harbour property is used for commercial purposes, 

you might say it should pay a tax; whereas, itis a 
different question to say that national dofence should be 
taxed. Just give your reasons for your opinion. 

MR.SULLIVAN: Well, you might have a rural municipal- 
ity, such as Esquimalt here, - I have not got the figures 
on that. You sec, in a municipality like Esquimalt, - as 
I say, I have not got the figures here. I wonder if I 
might be allowed to put in a momorandum on that, my Lord, 
because they have a striking case there which perhaps is 
unusual, but you asked how it would work out in certain 
eases, and I think if I got the data on that it would 
answer your question. 

THE CHAIRMAN: We had the samc problem in Halifax; 
vary large areas used for national defonecs and the 
municipality counsel made the same suggestion as you 
have. Arc there any propertics within the municipalities 
represented by you which are public viddities om whic 
no tax is paid? . 

MR.SULLIVAN: Yes, I believe so, my Lord. That 
question, 1 think, arises very pertincently in the case of 
the City of Vancouver. 

THE CHAIRMAN: Well, we will come to that later. 

MR.SULLIVAN: The Esquimalt situation, my Lord, 2.5 
this: Thoy have improvements in the municipality of 
$9,790 ,000, of which $8,212,000 is cxempt- 

THE CHAIRMAN: That is the most striking figuro of 
exemption wo have had so far. I think Halifax showed over 
50%. 

HON. MR.PATTULLO: Of course, my Lord, I am not 


detracting from the ablo argument of my friond, but some 
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of this Governmon.t property is very boneficialto tho 
district served. Take theso buildings, for cxamplo, Thoy 
aro not being taxod by tho city of Victoria, and if you 
remove the Parliament Buildings from the city of Victoria 
I think they would miss them very much. 

THE CHAT RMAN: I submittcd that same proposal to 
some of the municipal rcpresentatives in the cast. Whether 
they would prefer to have the buildings, rather than have them 
removed. But it is the same problem everywhere. The answer 
they made was this; Mr.Premier, - whethcr it is a good 
answer or not it is not for me to express an opinion at 
the present time; they said "We must provide the necessary 
municipal services, that is, fire protection, police 
protection, roads, sidewalks and so on, - local improvements, 
and the Government did not even pay for local improvements 
in front of the Government buildings”. Their contention 
in Halifax was that that placed an unfair burden on the 
rest of the property. That is the way they presented their 
argument to us. 

WR .SULLIVAN: That is all I have to submit upon that 
matter, anyway, my Lord. 

Now, the last recommendation here has to do with 
the setting up of a permanent commission, with the idea of 
thereby improving relations betwcen the Dominion, the 
province and the municipality. That actually is a request, 
or a suggestion, that a commission such as that wich we 
have here now be made permanent. 

THE CHAIRMAN: Not this one. 

MR.SULLIVAN: Or some other such body. 

THE CHAIRMAN: Well, have you entered into the reasons 
for No.10? Perhaps you ave in tho brief. 

MR. SULLIVAN: No, my Lord, we simply suggest there 


that the uscfullness of such a body is worthy of considera- 
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tion. 

That is all I wish to say, my Lord, upon tho 
municipality bricf. If I wore to stross anything, it is 
that foature of our Wishing to got out of the situation 
where our land can bo madc taxablo with the cost of 
sorvices that we may not bo in favor of. For cxamplo, 
if you were to pass upon a municipal bond today, you look 
into the formalitics of tho bylaw and soc that cvcrything 
has becn complied with, but that, as a security, is 
entirely dependent, or may be, on the whim of a higher 
authority. You might lose your security by the imposition 
of taxes which the voter is not in favor of. 

THE CHAIRMAN: Have you any qucstions, Mr.Stewart? 

MR.STEWART: No, my Lord. 

HON. MR.FARRIS: With reference to the questions 
asked Mr.Sullivan, I might give some references which will 
assist your Lordship. In Dr.Carrother's brief, you will 
fing this on page 220 and 2el: 

"The division bctwecn the Provincial Governnent 
and the municipalitics of the taxing powers givon 

to the Provinces under the B.N.A. Act is a wholly 

local Provincial problem but it cannot be ignored 

in an aralysis of tho Provincial tax structure. A&A study 

of tho taxing powers (and their incidence) of the 

Provinee of British Columbia becomes a study of the 

combined Provincial-Municipal tax structure". 

THE CHAIRMAN: On page 220 is a schedulc. Is it the 
schedule you are referring to; population of cities, popu- 
lation of districts, population of villages? 

HON. MR.FARRIS: Yos, Mr.Chaimman. You sec, the districts 
are really rural. Those aro all organized districts, tho 
three classifications of organized districts. 


THE CHAIRMAN: Tho districts would be the rural 


municipalities. 
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HON. MR.FARRIS: Yos. On tho noxt page you will 
see the recoipts are also classificd. 

THE CHAIRMAN: Thon have wo the unorganizod anywhero? 

DR.CARROTHERS: There is a section commoncing on 
page 234, which doals with the unorganized torritory, - 
deals with tho various types of taxcs which are imposed; 

a section dealing with-the tables showing the conditions 
of land taxes, delinquont taxes is on page 235, and schoal 
taxcs given on page 236, in the unorganized torritorics. 

HON. MR.FARRIS: While you are on your fcet, Doctor, 
will you also call the attcntion of tho Commission to the 
division bctween voluntary and compulsory expenditures by 
the municipality? 

DR.CARROTHERS: On page 210 there is a statement 
which might be of interest to the Commission, dealing with 
the expenditures on the various types of services which 
the municipality performs for the community. Tho table 
on page 210 deals with the segregation for the year 1935, 
as an example. The expenditurcs are divided into three 
classes there; the mandatory, that is, services which the 
municipality must perform because of legislation; then 
voluntary, which also is based on powers granted to them 
but not mandatory; and overhead. You will notice the 
mandatory services in that year accounted for 36.4 per 
cent of the total expenditure of the municipalitiscs in 
this province; the voluntary services, for 54.7 per cent; 
and overhead, 28.9 per cent. 

THE CHAIRMAN: That would hardly seem to fit in 
with what Mr.Sullivan has suggested, as to the amount of 
the revenues of the municipality which ‘’o required for 
services which they must provide. What are the items 
falling under voluntary? Where is that? 


DR. CARROTHERS: That is given on page 205. There is 
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a section of the oriof thorc ontitled "Scrviccs which the 
municipa..ities are required to provide”. This was reforred 
to by Counsel for the municipalitios, as showing the 
legislation which provides for those mandatory requirements. 

THE CHAIRMAN: Well then, what aro tho voluntary 
services? What is included within that? 

COMMISSIONER ANGUS: Is not that in the paragraph 
above the t:.bdle? 

DR.CARROTHERS: Voluntary services, the actual kinds 
are given. 1 will just read that paragr>ph. 

THE CHAIRMAN: JI should hardly have thought that 
strect,fire protection, matters of that kind could be said 
to be voluntary. 

LR. CARROTHERS: I will get the page wh®re it is 
actually given in dctail. That is mcrely reference to the 
cost there. It might be slightly misleading. If you turn 
to page 209 , the sccond paragraph from the bottom of the 
page, the total expenditure of municipalities in the 
province of British Columbia for the year 1935 was over 
$28,000.00. OF that, education, including interest and the 
Sinking fund provisions, cost $6,486,037. Administration 
of justice cost $1,366,262. Public health which includes 
statutory payments to hospitals, amounted to $420,294. 
Relief cost $1,999,121, and payments to Tranquille - 
whichis atuberculosis institution - amounted to $87,149. 
Thus the total mandatory expense can be considered to be 
& proximately $10,358,863. This is a conservative estimate 
as a number of grants made by the municipalities to charitable 
institutions, largoly necessitated by their being held 
responsible for tho resident destitute poor and indigent, 
are not included. 

"Much of tho municipal expenditures aro in the 
nature of overhead costs insoparable from the gonoral 


expense of providing municipal government. Debt 
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(oxclusive of dcebontures sold cithor for schol 

or public utility purposcs) costs the municipalitics 

$5,507,064. Council indomnitics amountod to 

$94,741 whilo salarics and othor administration 

oxpenscs were $1,005,810. ‘Othor Exponditurcs' 

amounted to $1,597,505. Thus thore is a total 
expenditure of $8,205,120 which cannot bo classifica 
as boing caused by cithor mandatory or vo.luntary 
services". 

THS CHAIRMAN: That is tho cost of carrying on tho 
municipal government, that is the administrativo cost of 
governnent ? 

DR.CARROTHERS: Yes. 

THE CHAIRMAN: Then, I soo they included items 
that are not voluntary in thc scnsc the municipality 
could or could not dispense with then. 

DR.CARROTHERS: They are neecssary services, sir, 
but they arc voluntary in the purely logal sensc. 

TYE CHAIRMAN: That answers my question,Dr.Carrothers. 

MR.SULLIVAN: My Lord, on that point of those figures 
that were given to you, may I make this comment. If you 
wuld take the report of the Department of Municipal 
Affairs for 1936, and analyze there the expenditures 
of any om oF..tho municipalities for education, relief 
and social service, and then put against that the grants 
received from the province, you will see the amount that 
must be raised from real estate for those services. 

Now, the total sinking fund shortage of all municipalities 
is about $12,000,000, a little less than $12,000,000, 

and we are concemed about it. I think about $9,000,000 

of that is the city of Vanmuver. Taking all the 
municipalities together, thcir cost for social service, 


relief, and schools, was $5,879,000. Now, the total 


ieodge ce} x ets Bie ~yenwdok Be 


egshetgtoiaos act 27900, fee sorta eatery : 
ot nf eole tg tir? feecocd «840, 
oilers tée Fets 


. : p vot To m& 

yoour Wy Omang iz 

fet ov OT yodt : 
| AMaLAHD 2UT 


ATLITCS. 


Lf rt 
f ra Ss oy 

i a tr =4 
* 4 ) y 4 P ; > 
: : ow J .7 


‘beater od 

A eyeot Imor omy , 
a en 900, 000, $F thie! 
d 2SE ¢ finde ate ewe 
fte pasted vtov to yside odd at série. 


: P Seer ) port ting? 


as 
Sato? Cat oe me, ‘$ Gow ,efoodes Dae , Tel 
‘ 
‘J 


5295 


grants from the provineial goverment was $3,099,000. 
That makes a diffcrenco of the cost to tho municipalities, 
$2,780,000, - almost $3,000,000 per year. 

COMMISSIONER DAFOE: Mr.Sullivan, I inferred from 
your statoment that you did not think educition should be 
charged against real estate. Whore would the money for 
the schools come from? 

MR.SULLIVAN: Well, that has beon the subject, as I 
intimated, of a great dcal of study in this province, 
including the municipal committee of the legislature here, 
and they have recommended that the scope of tho provincial 
income tax be broadened, and that a tax on gasoline 
consumption be used for that purpose. Then wo have also 
had two inquiries into school mattors in the province; 
one report of H.B. King, of 1935, and another report, the 
Putnam Weir report. Without going into those reports in 
detal, I think that this is a fair statemcnt to make; 
that it is recognized throughout the province that you 
have got to find some other souree than land for this 
increasing cost of education. 

COMMISSIONER MacKAY: You refer to the Harper report 
of 1933. What is that? 

MR.SULLIVAN: That was a roport by a commission 
which was set up to examine into the rolationship botweon 
the provincial government and the municipalitics. That is 
the type of commission that we, as municipalitios, should 
roally take this casc to. 

COI ISSIONER MacKAY: And you have here among the 
itoms you refer us to, a report of the Municipal Taxation 
Commission, 1933. Is that tho samo thing? 

MR. SULLIVAN: Yos, tho report of tho Municipal Taxation 
Commissionk 1933, is the Harper Report. 


THE CHAIRMAN: Scnator Farris, any further question? 
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HON. MR, FARRIS: No, Mr.Chairman, I simply want to 
make this obscrvation: That while the problom of how 
fairly tho allocation of burden has bocn placcd botween 
the municipality and tho provinec is not tho primary 
problem of this board, tho common problom is,- cvorything 
that my friona has said and that Mr.McTaggart will say,- 
all contributes to tho statcment you will find in ny 
sixth proposition, namely, that the burden has got us to 
a stage now where relief can only como from cither a 
taxation that is intolerable, or from some outward source. 

Mr.McTaggart is counsel for the eity of Vancouver, 
and he will present the position of that city. 

MR.STHEWART: My Lord, the bricf of the munieipalities 
of British Columbia should be marked exhibit 181. 

THE CHAIRMAN: Yes. 


EXHIBIT 181 - Briof of the Municipalities of 
British Columbia. 


SUBMISSION BY THE CORPORATION OF THE 
CITY OF VANCOUVER 


ee ee ee 


MR. D.=. McTAGGART, Counsel for the Corporation of 
the City of Vancouver, was callod. 

MR.McTAGGART: My Lord, and members of the Commission, 
his Worship the Acting Mayor, J.W. Cornett, who is present 
in the absence of Mayor Georgo Millor, who is attcnding 
a conference of mayors at Ottawa, has asked mo to cxpress 
the gratitude of the city of Vancouver for the privilege 
of being herc, to the members of the Commission, and to 
the menbers of the Govornmont of British Columbia, who 
made it possible. 

Qur caso, speaking gonerally, enables us to say 
that we associato ourselvos with the statoments of 
Senator Farris, on behalf of thc government, and of Mr. 


Sullivan, which have just becn mado. Our cxcuse for 


= 


pS 
a 


. 


, 


at 5 


ie . Suet a r, 2 


7. ot ite te anoles phew 
rooedad liad Aeod acd gota mat teat fe oid 
1, OPRRSENG OFF FOR EE SOA lreuy ade Rae oh ta ta “ 
BMiieceoes 9h, sake, soccwe tt «AE se 


agers IDjw tiegeefoiot ooct baa bias 


“ 


QO mt Gmet ifaw woe facn. dose Osa 
Oo? Gv Tes ert gaits ot 7 se —_ « HO 22 
.& tadpro, act ‘onde tt / oe Torley oxeitwawen os 
,8OTUOS. Ou PRsNU ofes (ore ald cheat s ef dete t 


et 


,forocoget to weie ang =<} Jeaaues &. ainda 
v@tp veMd BB ootetecy a soseeng Ete on brs 


; . be } Ny Pek 4 
eeretiralieirws: etl Te Yer: -49 . aot vi =RBAVETO. Ee 
. is 


BL TLd0lHxo Boa wi Olvewte albdaniod dens kxa * 
i } HARE L AE aur 


iv f 
- otf A <*> 
to evitileqtotammam wo tale - eT ue 
nidapiod e:7 4 
7 : ' 
. be . Ts 
THY ‘0 WOTRARCDIOn we: YA 1B equa 
| oath baie vis Nias - ‘, 


—— 
a 


sofsverGeto? odd SoZ | we TON OM sll SEM 
rm t P aw uo oY to 4220 one 
| oe DOT YL 

joa ai? qidesoW ese. 
ux to coded ott al 


Se ee rr ee oe) ee 
® 
Ps | ary 
> 
@ P 
‘ ‘ 
= fa 
=) c 
1 
i 
‘ 
—_ tz 
4 ad > 
al ‘ 
7 4 
} bee 
2 
. 
a ‘ 
~ 
~~ 
4 


_ 


a ee 
t- 
€ 
r 

‘ 
Bs 
to 
- 
4 
ie 
= 

- 
at 
~) 
tam 
—~ 
ce 
+? 

> 
4 
vr 
~ 
~~ 
ha * 
<<. 
Ay 


of 
e 
E 
ba 
-y 
‘. 
‘4 
> 
= 
p> J 
g 


seerarmol ef 


. "trols inisica > muaitoves eds Jo ewido 
| a) _sehdtegin tf 
We oS) a nud Cette a lear. piixoogs . oS “- 120» 
. Be eo e2e2@ O49 OFie avvi aes as's} coeta ge 
(vi To hn, .SeamaEwoy gh) to Stedec oc areal wot 
my 


<0 coded tO 6600 o:cd-tnet ovad dotae tie 


preparing a brief independently, if one is needed, is 
that the city of Vancouver is the largest city of the 
province and is, in that sense, in a different category 
from that of the other municipalities whom Mr.Sullivan 
spoke for, and in the second place, because the alty or 
Vancouver being under a special charter, it has its own 
statute. All the other municipalities in the province 
function within the limitations of the Municipal Act. 
We, like the city of Winnipeg, have our own charter, and 
to some extent we are perhaps in a different category for 
that reason. 

THE CHAIRMAN: Has not the city of Victoria its own 
charter? 

MR-McTAGGART: No, my Lord, they have special sections 
of the Municipal #ct, which are from time to time expanded 
to take care of the situation there. 

I propose, with the permission of the Commission, to 
stick rather closely to the brief, and if I may, I shall 
do as Mr.Farris did, -as I read the brief I shall comment, 
and where necessary, shall attcmpt ts answer the questions 
that may be suggested by the members of the Commission. 

"The Qity of Vancouver welcomes the opportunity 

of presenting thc Comuission a statement of the 

extremely unsatisfactory finaneial conditions under 

which 1% operates as a Municipality, required as it 
is by statute to maintain certain services, but with 

Only limited revenue with which to carry out such 

services." 

I may as well spay at the outset, my Lord, that much of 
the material that I have here the Commission has already 
heard; Mr.Farris has dcalt with many of the municipal 
problems, and Mr.Sullivan has dealt with them, and I 


ean only ask forgiveness if I seem to repeat at times. 
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THE CHAIRMAN: Where you come to matters that are 
obviously repetition, you might skip lightly ovor them. 
MR.McTAGGART: To continuo; 

"The City has bcen carrying on under these 
conditions for many years, but the Situation has 
become more scrious during the last five or six ycars, 
by reason of the continually inereasing cost of 
Unemployment Relief, Hospitalization and other Social 
Services on the one hand, whilst on the other hana its 
one important source of revenue, the tax on real 
‘estate, has continued to decline through diminishing 
assessments, and the relinquishment of properties to 
the City as tho result of tax sale prococdings." 

I shall give the Commission some figures with respect 
to the seriousness of the situation that is there, in a 
moment. 

"In what follows, no criticism, cither express or 
implied, is intended so far as the Govornment of 
the Province of British Columbia is concerned. However 
serious is the City's plight, the Province has had 
its own financial problems aggravated as they are 
by mnuny years of depression. 

In the preparation of this statement, the City 
has had the bonefit of the activo participation 
of nominccs of the Vancouver Board of Trade, the 
Canadian Manufacturer's Association (B.C. Division), 
the Vancouver Trades and Labour Council, tho 
Vancouver Real Estate Exchange, and the Vancouver 
School Board". 
THE CHAIRMAN: There should be a lot of concentrated 

wisdom in this bricf, Mr.McTaggart. 

MR.McTAGGART: It has taken us a long time to propare, 


and I think doos contain what your Lordship has just 


— 


at? wxoosam cf Onidp pape. 
ee rai eat gaits tin ta wow at 


> 8 . r44 
P ae | 
. . 


- 


ekiaes a . 
spond soba ac sci taen feed Bad eet a 


ve ce Wah lea 
At be os ind aj " 1¢ eT a iY aA so3 anoks st 


Sto ita to Gv! iat ott twib avoiges sic PaO. 


a %o gaan anteaotont “lisvatenoo 6A) to Romect e. 
aan’ | ‘Baril 20k , tathor a ae 
: a 7 "7a, 
jae ‘Aine ; is thicew et eae) ot ae caldera 
. — Io pt inet voqmi. ono. - 
| mnijace @fa ,ofavee@: 


‘s A - 
| ra at neweoseee. .- 
Lésee7a xr. T Wid edd _ 
+npc hoot oft otis {fate X 


, oar at 3 
; to eeensuotted = 


22 


a 
r 
7 


6 Ww ape © - tadw qi” 


iotmit eh ,Bbeticms 
sentvest ony 
ae 1 _@xie t fe xt ef@ ef euc ftes 


r 


“> ¢ fetoapart avo ef. 


: 
| 
| 


.qob Is etesy yana ya 
IO lt SredST” of? reas 


-£@ 


t Trigwied off. Det nae 

sid Fo secon an to" 

. ee 

rig 0.8 rT) peo anib nie 


a oe . “ oe 7 
ott ox . eaber? tevuoomeayY af? 7 


ona’ 7. ty seid tates Laoll cocina 
."btsos LowioG ; 

ine sot f 6 hl vigil  sYalstlano s2r 
tee PTomheYh ,fOlta BLAM 8 : 
+ cont: 3 ‘i ss ant oi MLAOONT OM. fill 

& 8st (dioica Puey-¢ecw olevavo Book dntdt 


we Pe 


5299 


suegestod. The pointsthat thoy dosire to omphasize;: 

(a) "That many of tho services now imposed upon the 
City, mainly consisting of Unemployment Relief, 
Hospitalization, and Education, are in whole 
or in part, not properly a municipal obligation." 

I eome at once to a problem which you, my Lord, 

have mentioned this moming as being a difficult one, 

in answer to a representation made by Mr.Sullivan. Mr. 
Sullivan suggcsted to you there were definito categorics 
of services. These are properly local and belonging to 
land. These are general and belonging, if you Pike, to 
someone else. Your Lordship indicated there is not a 
clear line drawn in which you can put thoso things, and I 
agrco that many writers have grappled with it and many 
statesmen havc grappled with it. When you say definitsly 
that this is that sort of service and the other is that 
sort of servico, that difficulty undoubtedly must be faced. 
While it is not in my bricf, I was much impressed by your 
Lordship's suggestion of a brake by reason of holding the 
income tax rate in some way in step with the amount of 
taxes which may be put upon land. It seems to me that there 
is a possible system of dcaling with the matter that will 
enable municipalities to get some rcolief from the very 
burdensome tax on real estato alone. If our legislators, 
when they step up the necessity to gather money from land 
by way of tax, at the samc time will face the clectors on 
the basis of an inercased income tax, then I think you 
will have something that will more or less act as a 
brake, in respect of the very difficulties which we are 
facing. 

THE CHAIRMAN: You think you can persuade the 

legislators to do that? 


MR.McTAGGART: Well, I suggest, my Lord, it is not 
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for mo to persuade thom to do that. I think if your 
Lordship will find that is an adequate brake, and if your 
Lordship will find that not only in tho Provinces of 
British Columbia but all across Canada, municipalitics are 
suffering from this inability to gather from owners of 
land furthcr taxos, and this is a means of solving that 
problem, thon I think the problem is well on the way to 
solution. 

(B) "That costs of Social Service and particularly 
Unemployment Relief are absorbing an undue 
proportion of the City's annual revenues, and 
are tonding to paralyze normal municipal 
services. Forced cconomies in those services 
are resulting in a huge accumulation of deferred 
maintenance in regard to the City's streets 
and bri¢ges, waterworks, civic buildings, its 
Firc Alarm and Police Patrol systems and street 
lighting, its automotive cquipment, its schools 
and library, in fact all those things that go to 
make a happy, progressive and prosperous City". 

That you must have heard from place to place, all across 
Canada. There is nothing new about that. The effoct is, 
by reason of our having to undertake this unusual load, 
our nomal services, - the services that fhe citizens may 
be entitled to expect, are being impaired, they are not 
being givon ; the ordinary things, such as streets and 
bridges, fire protection, police protection, schools, and 
libraries, which are very esscntial services, have had to 
be pared down to take care of this unusual load with 
which we have been saddled. 

(c) That real estate cannot continue to carry its 
present burden of taxation. The rate of taxation 
levied on real estate has caused widespread 


abandonment and has discouraged to a large cxtent 
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new construction and home ownership”. 

Now, the “igures I shall give in a moment will 
indicate that over 85% of tho moneys that the city of 
Vancouver is ablo to gather by way of taxes comes from 
land, which leaves practically nothing. for anything elsc. 

(d) That, unless thero is an immediate redistribution 

and reallocation of powers and functions between 
the diffcrent units of Government, with an 
appropriatc readjustment of their respective 
powers of taxation and of their financial 
relationships, the city cannot continue to carry 
on normally". 

THE CHAIRMAN: Before you pass on, to make one point 
clear: You referred to the suggestion about the income 
tax as being my suggcstion. I said it had becn suggested 
to the Commission. I want to make it quite clear that I 
have not made up my mind on that at all, or on any of 
these matters until we hear all everybody has to say about 
them. 

MR.McTAGGART: I didnot intend, my Lord, to suggest 
it came from your Lordship, but your Lordship made mention 
of it here. 

THE CHAIRMAN: I mentioned it as having becn suggestet 
to the Commission, and I want to get the benefit of Mr. 
Sullivan's view and I am very glad to have your view on 
it, Mr.McTaggart. 

MR. Me TAGGART: The next part of the bricf doals with 
a statement showing merely the growth of the city of 
Vancouver from 1886, when it was incorporated as a 
village of 1000 population, to its present population of 
over 250,000, or 35.5 per cent of the population of the 
province. That is to say, more than 4 third of the 


population of the provinco of British Columbia is contained 
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Within theo boundarics of the city of Vancouver, and a 
short table is there, showing how that population has 
increased. 

THE CHAIRMAN: What would be the population of 
greater Vancouver, if you inechudcd North Vancouver? 

WR .McTAGGART: I think, subject to eorroction, 
another hundred thousand perhaps might be added to that, 
having some regard to tho limit of the radius of the cirele 
you described, of course. 

THE CHAIRMAN: I suppose on enthusiastic days you 
would go as far as New Westminster? 

MR.McTAGGART: Quite, my Lord. On the next pago is 
a statement of the cost for the year 1937. This, my Lord, 
is a statement of the cost of our services for that year. 
Unfortunately, we were not able to pay all that cost, 
but the Commission will be interested in knowing mat, 
in.the yoar 1937, those expensscs amounted to, and will 
sec they are scgrcgatcd, showing the percentage allocated 
to cach one of the items. The first, relief and unemploy- 
ment, takes up over 5% of our entire expense for that year. 
Hospitalization, over 3%; other social services, including 
a contribution to the Home for Incurables, our own 
public health programs, make up another 2B%. Then we 
come to education, which, making a deduction for assistance 
from the province, is 21% and ovor. Other municipal 
services, - that includos what I would suggest would be 
the normal functions of the municipalities, - the maintenance 
of streets, sewers, and that sort of thing, fire department, 
police department, parks, librarics, the administration of 
the city's affairs, and that sort of thing, make up some 
37%. Tho last of all, dobt charges, make up 28%, This 
makes a total for cxpenses for the year 1937 of $14,670,000. 


( Page 5306 follows ) 
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Services which, in whole or in part, are not a Municipal 
Obligation. And we deal first with relief and unemploy- 
ment, hospitalization and other social Services, that 

is the first of the groups mentioned in the table above, 
$1,722,852.69. 

“The City contends that the cost of maintenance 
of those unemployables whose condition can be 
attributed to the yeers of depression, as well as 
the cost of Unemployment Relief, should be regarded 
as a National responsibility, or in the alternative 
the Federal Government should make available 
sufficient additional revenue to the Province 
to relieve the Municipality in turn of all or a 
large part of this cost, and in support of this 
contention, sets out the following points: 

Now, these matters have been urged upon the Commission 
time after time, I shall not go over them in detail. It is 
pointed out that the Dominion Government has stcpped into 
this measure with regard to Old Age pensions. 

THE CHAIRMAN: I suppose it would not be suggested, 
however, the fact that the Dominion have rendered help 
in respect to certain matters which they claim fall under 
the jurisdiction of the province, by way of grants-in-aid, 
is not in itself a reason why they should assume further 
burdens? I think you would have to put your case on a 
higher ground than simply the ground the Dominion had 
come to the relief in certain respects. 

MR. MCTAGGART: I think one May assume, my Lord, 
that whatever reasons led the Federal Government to under= 
take even a portion of the paynent with respect to this or 
that service, whatever those reasons were, they are still 
cogent reasons and with increasing demands upon the 


municipalities and increasing demands from those municipalities 
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upon the provincial government, whatev r reasons led 
them in past years to step into the field, those reasons 
are stronger to-day than they wore at the time the cntry 
was made. 

THE CHAIRMAN: With the improvement in business 
conditions are not the reasons diminishing? 

MR. McTAGGART: So far as the municipalities are 
concerned that improvement does not exist, my Lord. 

THE CHAIRMAN: You mean in municipal finance? 

MR. McTAGGART: In municipal finance, precisely. 

THE CHATRMAN: Your taxes in Vancouver are being paid 
very much better within the last year or two than the 
preceding five ycars, are they not? 

MR. McTAGGART: Yes and no. Ete iGe dif ticult.. my 
Lord, to make comparisons. That will appear in a moment 
when the figures are looked at, but our position is this: 
that our actual returns for current taxes are larger 
than heretofore but we are working in Vancouver undcr a 
ten-year consolidation plan whereby one may pay his taxes 
over ten years. The result is that it stimulates the 
payment of the current year's taxes and delays the payment 
of the arrears. We have larger current payments but 
smaller deferred payments so far as arrears are concerned. 
So that comparison cannot be readily made. 

THE CHAIRMAN: But the general situation in Vancouver 
is better the last two years than it was in the preceding 
five years? 

MR. McTAGGART: I cannot admit that, my Lord. I 
think our financial experts-- 

THE CHAIRMAN: I am not speaking of the municipal 
finances, I am speaking of the situation as to real estate 
and as to business. 


MR. McTAGGART: I think business, my Lord is appreciably 
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bettor, appreciably improved. As to rcal estate, the 
valucs of rcal estatc have consistcntly diminished in that 
period, Our assessments arc lowcr than they were at tho 
tim your Lordship speaks of. 

THE CHATRMAN: You arc coming down from the high licvol 
of 1929 and '30 to perhaps nearer the present day level 
and your asscssmcnts may be going down, but the dcmand for 
houses in Vancouver is very much bettor this last two 
ycars than it was in the prcoceding five years? 

MR. McTAGGART: Yes, I think thet is truc. 

THE CHALRMAN: Whether it be fortunate or unfortunate, 
I happen to know quite a little about British Columbia 
conditions, and I know that fact quitc well. 

MR. McTAGGART: Of course, that must be taken into 
account along with another fact, my Lord, and that is this: 
for a period of ycers, I do not know how many, there was 
practically no building, no improvements of any sort. 

THE CHAIRMAN: Conditions were about as bad as they 
could reasonably be and carry on, we know that. 

MR. McT/GGART: My view is, although your Lordship 
asked why, because the government has given a little 
they should be asked to give a great deal -- 

THE CHAIRMAN: No, I say because they did give 
something to assist in this period of depression is not in 
itself a reason that appears to me why they should continue; 
but your argument may be sound that the reasons which 
induced them to give originally still continue. That may 
be a perfectly sound argument. 

MR. McTAGGART: Whetever they have given out of the 
need of the junior governments, that need I submit is quite 
as apvarent as it ever was. 

The second point has to do with the matter of the 


new Federal-Provincial Agreement as to relief, which your 
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lordships. have been told more than once will bear very 
very ssriously upon the municipalities because of the new 
categories of unemployables as distinguished from 
employables and we feel that Vancouver has suffered 
particularly in that respect. We say that by reason of 
the climatic conditions at the coast particularly, many 
persons, to avoid the more rigorous winters in other parts 
of Canada, come here and presently we find ourselves 
loaded up with thousands of cases of indigency and so on 
which normally should not be the care of the city of 
Vancouver or the coast at all, and during the early days 
of the depression when the Dominion government was caring 
for the transient problem in respect to young men, no 
attempt was made to keep these people in separate compa rt= 
ments or separate provinces, and many of them were brought 
to the coast and then when the Dominion government stepped 
out of that picture these young people were left here and 
they are still here and they are still a problem. There 
are still hundreds of them, thousands of them, the 
responsibility of various municipalities, particularly the 
city of Vancouver, because as the Commission well knows, 
the tendency of these people is to gravitate to the cities 
and that problem has been very seriously accentuated in 
the way I describe. 

THE CHAIRMAN: Just on that point, are there a good 
Many men able to work and willing to work still unemployed 
in Vancouver city? 

MR. Me TAGGART: I would say yes. 

THE CHAIRMAN: Have you the figures? 

MR. McTAGGART: The social service administrator is 
here and with your permission I would ask him to answer that 


question categorically. I am sure he would be able to 


do so. 
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MR. W. R. BONE: As I understand it thore are 8,000 
Single men in tho city, many of whom are back from the 
work camps in the provinco and are entitled to deforred 
pay. There is probably a group of 5,000 at the present 
timc, with somc 2,700 handicapped who are physically 
fit. There is probably an accumulation of between 7,000 
and 8,000 in the City of Vancouver at the present time, 
Single men. 

THE CHAIRMAN: And how are they being cared for? 
What is the provision? 

MR. BONE: The men from the work camps are drawing 
their defcrred pay, for work in the provincial camps for 
part of the winter, the pay was deferred and will bc extended 
over until about mid May. The remainder arc carried ona 
monthly basis by the City department on a participating 
bas*.s with the provincial govcrmment. 

THE CHAIRMAN: How far arc these men who normally 
would be acasona=lly employed? You must have a very 
lerggnumber of iten who go into the lumber camps in the 
Winter. 

MR. BONE: I think the bulk of these men are the 
drifting type. I do not think you will find any large 
number will be absorbed here. They will probably go 
cast when the warm weather comes and return in the fall, 

THE CHAIRMAN: How far are they so callcd"white~collar" 
mon and how fer are they manual workers? 

NR. BONE: About 80 percent labourers and about 
20 per cent white collar type. 

THE CHAIRMAN: hank you. Mr. McTaggart, is this 
not also true? I have understood it was. You speak of 
the climate attracting these people and no doubt it has 
attractcd a great many, but also has it not attracted 


to British Columbia a large number of pcople from the prairies 
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who desired to scttlc down and who brought with thom their 
possessions, and during the past twenty ycars havo made 
British Columbia thcir home? Have not a good many people 
moved in from the prairics, some with substantial sums 

and others a moderate competence, because they wanted to 
retire and prefcrred the climate here rether than the 
rigorous climate of the prairies? 

MR. McTAGGART: I think that is very true but I do 
not scc why they should bo sct off against thcse other 
poople. 

THE CHATRMAN: No, I am only thinking that sometimes 
the bitter has to go with the sweet or you have to 
consider the two together. I do not know that you have 
suffcred wholly from the migretion. You havc had some 
benefits from the migration from the prairies as well 
as some handicaps. 

MR. McTAGGART: I would say this, thet the condition 
your Lordship describes with respect to the influx of 
profitable citizens, if we may call them that, probebdly 
ecascd at about the time the other sort of influx became 
apperent. Thet is,when times became hard on the prairies 
these immigrants who were able to pey their own way stopped 
coming and for a number of years now we have had only, I 
think, the other sort of immigrants, so they ere not balanced 
at any onc timo. The result is, I submit, with the 
conditions es they arc, wo do not have the benefit that 
your Lordship suggests. 

THE CHATRMAN: Have you any consus in Vancouver or 
this scven thousand somc odd men to indicate where they 
came from? 

MR. BONE: No sir, that would be obtainable, I think, 
from thc provincicl governucnt, because they heave the census 


o-rds. I think the provinciel government could supply you 
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with thet information. 

MR. McTAGGART: “Vancouver cleins further that it should 
be relieved of a large Proporvion,, if not all of the 
costs of Hospitolizntion and other Social Services. 
The costs of Hospitalization have stendily mountcd 
as a rcsult of the increase in the number of non- 
paying peticnts and the increased cost of commodities.*® 

The next heeding, my Lord, is thet of education, and 
again I shall try to avoid repetition because I know the 
Commission has heard a great deal about this, The expense 
for thet feeture is just over $3,000,000, net. The point 
made first is that the expense of education has tremendous ly 
incrcascd by reason of high school enrolments, the numbcr 
of pupils of high school age who now remain in our schools 
is out of all proportion to what it was some yorrs ago. 

One will understand that the cost of educating young men 
and young women in our high schools is very much higher 
than that of the primary courses. 

THE CHAIRMAN: That, of course, is a self-imposed 
obligntion. It is because the provinee or the municipality 
hes decided that these high schools should be established 
and maintained forthe bencfit of the education of the youth 
of British Columbia. 

MR. McTAGGART: Not the city, not the municipelity. 

The province imposes thet upon us, sir. 

THE CHAIRMAN: I suppose the city, though, would not 
Suggest you have too many high schools? 

MR. McTAGGART: No, I think the city is glad to give 
this means of educetion, but the city feels that the added 
burden should not be put again upon the land which no longer 
can beer thet burden. 

THE CHAIRMAN: Who would bear it? That is the problem, 


MR. McTu.GG.RT: Those who have the large sources of 


| n h 


ae 
7 , anes oO) : 


Shanes ad og dearary mapets sonst 7: A 
wie Ye Lin soln 24 ghaatroiors oyithes et Orval 
moots < Petal, Glfte be cht a ENE to ee 
Bes qh ease, gard toirmae igre to. ats 

tay ‘co % if oe ont pi oesovrrit ode He namin 


Mo Gals Sbarsi0* leio DeAen ahs oc?) Oe eSS0d0 iN 


290 fade fofmq + lays OF Se 
: niet tA Bek 
‘ eOUOGNGU. CE “ocd Faw OBE axnd par. So?¢ 
: : 
; 


) ; a 
vas vik rf ire ‘ - acd ngs BS 7 
- oe f= 
v 


~ ° “ % \ 
‘ 
~ = 2 x ¢ ® «@ 
f \ 244)'\) cs 
54 ion L%-s i + ia | 


~~ = - - ~~ & 
sOaT72 UNOS sas ve a ~~ wae 


“- to . tral 
“" 
iver Y edvsus ash Fi 
a 3 ° 
2 £.90in4 ale 4 no? 39 SJ008 @: 


“d lo dttotas Of 4 tol Joma 
t:0fod sale 
i$ ten yxdio edt a TRAD a AM ol 

17S ghil ars Saas Seecuats pond 

AA ‘ua i tenga I “1 LAO uy 
2G4 GVA Boy ney 
af NiO Get Shh GU +P aoe it 
(eek EF26 ae Ie .u £3*ople te nade 
- i ing)® fot @% Bow nleas tes od goa Stee 
. effabcec Sra? = 


Ly) 
. 
‘% 


53513 


neomc wo think ought to find ways amd means of Weel ing with-1t. 
and cannot bear it, that is our easc, my Lord, that land ennnot 
oar it. Now, beyond th2t I am not sure thet I should venturo, 
ut thit much I think I am able to ostablish without question, 
hat lend cannot; and at thc moment the Ssct-up of our govormmont 
nsists thrt lind shall boar it, with results which in a momont 
shall show your Lordship aro disastrous indcod. Phos wat 

cals with the matter of tochnicrl and vocational education, 

; Which your Lordship has again heard this morning. ye a A 
1other of those things which the Federal Goverment has embarked 
oon to some cxtent, and we suggest, having so cmbarkcd, they 
nould continuc and carry on furthcr. 

THS CHAIRMAN: Of coursc, one must boar this in mind: 
1¢ Foderal Government has only been enabled to mako the grants 
tC has and carry on the business of the country by enormous 
orrowing. I think the federal debt of Canada has inercascd 
320,000,000. from 1930 to 1936, and will have increased in LIST, 
do not know how much. How, can that continuo? It surely 
mnot continuc indcfinitcly. fo bo 100 tho tr th that alt 
vermments - Dominion, Provincial and Municipal - as woll as 
‘ivate citizens, havo bcm sponding boyond thoir moans? We 
ive to pay our debts and try and curtail our expenditures so as 
mering thom within the limits of our ability to pay. Is not 
lat the roal situation? 

MR. McTAGGART: That is the sitwtion and that is the 
licy which it scems tomo is ncecossnry. But, your Lordship 
derstands we have certain services, cortain things in this 
untry which must be pcrformod, which must be done. Zducation 


One of these things. Now, your Lordship 
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says “Who will bear the cost of education?" iveryone is 
indebt. The Federal eadministr-tion apperrs to be loaded 
with debt; the provincial administration has its difficult- 
ies as well. The services probably have to be performed; 
now, who cen perform those} From the financial point 

of vicw the body who can best perform these services is 

the one that in cxtremes may find the moncy most readily, 

and I suggest to you the means of providing the funds 
where=with to carry on essential scrvices are most likely 

to be found at Ottawa. 

THE CHATRMAN: One of the difficultics is that the 
authoritics of the Dominion heve borrowed so extcnsively 
and their liabilities are in such a position they cannot 
go into the public merket to borrow. The Dominion,if 
it continued indefinitely at the present r-te, would sson 
find itself in the same position, because it cannot continue 
to pile up deficits for an indefinite number of years 
without meeting difficulty. Now, how is the position to 
be met? Is there any method whereby public expenditure 
may be reduced , or vhet rcally are the taxes that should 
be imposed on the people of Canada, because the people of 
Canada have to pay them? There is no vault down in Ottawa 
where gold or other securities are kept of an indefinite 
amount to meet the expenditure, it can only be met by 
public taxation. What new form is public taxation to take 
upon the people of Canada to carry the added burden? ci 
am mentioning it becausc that is the problem we have to 
consider. 

MR. McTAGGART: That is tho problen. 

THE CHAIRMAN: If there is anyhelp you can give, we 
want to get it, and we want to get all the light we can on 
the question. 


MR. MeTAGGART: I am complimented that your Lordship 
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puts the question to me, but reproescnting the City of 
Vancouver as I do all I have to say is that if these 
scrvices arc esscntial, and I deen they are, then your 
Lordships will have to find some way of continuing them. 
They cannot be continucd, I say, by a land tax further; 

so therefore that, as far as I am concerned, is the cna 

of my submission as representing the City of Vancouver, 

The larger issue which your Lordship and the mcmbers of the 
Commission have to dcal with, I am afraid I cannot help 
you with, but I sec the importance of it and I see how very 
very difficult it is. And it seems to me, if I may say 

so with respect, that onc mst approach it in this way: 
what services are undoubtedly and radically essential? 
Having decided what they arc, then we are faced with the 
condition, and the condition is this, that we have to find 
money to carry on those particular services. 

THE CHATRMAN: Suite true. 

MR. McTAGGART: Now, who has the money to carry them 
on? It seems to me the approach must be made in that way. 

THE CHAIRMAN: We all form part of the people of 
Canada, | 

MR. McTAGGART: Quite. 

THE CHAIRMAN: And there is no government has any money 
except what it gets out of the people of Canada. That seens 
to be lost sight of very often. I am not suggesting you are 
doing it at all, you are not, but it seems to be lost sight 
of very often that the gorwernment can only get its money 
by taxing the people of Canada, and shifting the burden from 
one government to the other only means that the burden 
remains and the people of Canada have to pay it in one form 
Or another. 

MR. McTAGGART: That is like a man, my Lord, who has 


certain colmitments and he has certain income and no more. 
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If he finds he is going behind I suppose he might trim 
his commitments in some way or another, one as between 
the other, and decide which are the sssentials. 

THE CHAIRMAN:  yuite, That is apparently what a good 
Wany governments, organizations, institutions and individuals 
need to do if we are to get out of our difficulties. 

MR. McTAGGART; At the bottom, my Lord, of page 6: 

" The demand -- that is for assistance from Ottawa ce 
is emphasized when it is remembered that in the 
last few years young men have not been apprenticing 
themselves in the skilled trades,with the result that 
such trained workers as are now employed are almost 
uniformly men of.fifty or over." 

In a survey in Vancouver of those engaged in the building 

trades, carpenters, builders and the like, the average 

age of those now employed is fifty-six, which gives 

emphasis to the statement there. 

THE CHAIRMAN: Is any work being done in Vancouver 
by way of training? I thought there were, under this 
new scheme recomien"ed by the Unemployment Vommission, 
Plans being developed for a limited period of training 
for workers in skilled trades? 

MR. McTAGGART: May I ask Mr. MCCorkindale to 
answer that? 

MR. H. M. McCORKINDALE, Supervisor of Schools: 

There are under the act of 1931 at the present time adults 
from the ages 20 to 30 being trained, under the grant just 
started Itblieve thc first of November of 1937. The point 
Bee eincd to here is looking after the ages bcfore they 
become adults, up to 18 years of ege. The school boards 
and municipalities of British Columbia must provide 
education for anyone who presents himself up to the age 


of 18, providing they have not already acquired a certain 
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standard which is cquivalent to university cntrance, 
compulsory to 15, must provide it to 18. The bricf herc 
refers to assistance wnich is now under the Act of 1918 
from the Federal government towards technical schools and 
equipment in Canada, that was distributed through the 
various provinces, as you know. 

THE CHAIRMAN: Yes. What I had in mind was this: 

I think I heard Mr, FPorvis speak on the question when I 
was West three or four months ago. They told us in Nova 
Scotia that they were actually working on the problem, 
that is of instructing or giving practical training, in 
Nova Scotia it was in mining, so that young men could fit 
themselves to do mining work, six or eight months or a 
year's practical training. I was wondering if you had 
anything corresponding to that in Vancouver or in British 
Columbia, 

MR. McCORKINDALE: The grant referred to is the 
education grant which came under the 1931 Act. The 
technical school in Vancouver City does provide that 
type of traiaing but only to a very small percentage. We 
have a class far mine organization, that is they are trained 
to lay out in black and white the timbering of a mine, how 
to handle the tools and sharpen the tools and so on, That 
is a four-year Pecinical course for the education, the 
iachine shop has that particularly, and we have a similar 
course of those who train as cooks in a four-year technical 
course. 

THE CHAIRMAN: Yes, it was something entirely different 
from that,I was speaking of in Nova Scotia and they carry it 
on in England also, where they take a plant, it may be, 
or some old institution and put men to work at it with a 


view to training them for certain occupations. In Nova 


Scotia they have taken an old mine and they have put these 
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men to work with some instructors, so they will know how 
to work in the mine, and it is a question of six or nine 
months training, and it was just ea question whether you 
have anything corresponding with that in British Columbia. 
Doc tor Weir, perhaps, could tell us. 

HON. iiR. WEIR: Yes, we have. We are giving training 
in mining. We belicve the Nova Scotia experiment could 
scarccly be applicable here but we have a systen of training 
we spend $200,000 a year. 

THE CHAIRMAN: If you think you are likely to need 
carpenters, masons and bricklayers and so on, why should 
you not have a training course for them? 

HON. MR. WEIR: That is being conducted in Vancouver. 
That is, we are matching dollar for dollar to meet the 
grant from the Dominion government, I think about $65,000 
a year is being spent on that type of training for adults 
in the City of Vancouver. 

THE CHAIRMAN: Yes, thank you, That should meet the 
Situation, should it not, referred to on page 6 of the 
brief, that when normal times return you will have labour 
that is available for the skilled trades? 

MR. McTAGGART: To the extent, my Lord, that it goes 
it does, I take it, tend to meet that problem. 

THE CHAIRMAN: Yes. 

MR. McTAGGART: The figures on the rext page, page 
7, indicate particularly the influx of immigrants from 
the prairie provinces, It is a statement of the new 
pupils enrolled in the Vancouver schools from September 7th 
to November 30th of 1937. 1061 came from the provinces 
of Alberta, Saskatchewan and Manitoba into our schools 
in that short period. 

THE CHAIRMAN: Thet is in what period? 

MR. McTAGGART: From Septembor 7th to November 50th 


of last year, a little less than three months, you have an 
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influx in the schools alonc of over 1,000 pupils from 
those provinces. 

THE CHAIRMAN: Cesn that be correct, Mr. McTaggart? 
“The following figures showing the gcographical origin 
of new pupils cnrolled in Vancouver schools during the 
period from Scptember 7th to November oOth, 1937." Would 
that be the period when the schools open? When do the 
schools open? 

MR. McTAGGART: The schools open 6th of September 
1937 » 

THE CHAIRMAN: And this is the enrolment for the 
Autumn? 

MR. McTAGGART: Out of the 40,000 et the City of 
Vancouver schools 2249 were enrolled from these various 
places in that term. That is, you would not take the month 
of September because you would not get them all but ower 
the first thrce months. 

MR. McCORKINDALE: These were pupils who were never 
enrolied before, 

COMMISSIONER ANGUS: What does "The geographical 
origin mean? Docs it mean the birthplace or the place 
where they inmcdiatcly lived before coning to British 
Columbia? 

MR. McTAGGART: The place they were living immediately 
bcfore they moved to the City. 

Then I come, my Lord, to the revenues of the city for 
the year 1937. Here will be scen the incidence of taxation 
upon real cstate, the fact that 85.8 per cent. of the 
city's revenue for that year was gathered from taxes on 
real cstate only. 

THE CHAIRMAN: “Revenue from all other sources, including 
provincial grants" Do you indicetc anywhere in the bricf 


what the other sources of revenue are pesides provincial 


grants? 
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MR. McTAGG..RT: I am not sure we do but I can tell 
your Lordship vcry briefly, We ect a good decal of money 
from liccnse feces. License fees are Supposed to be regulatory 
in their effect and nothing more. In Vancouver we have 
frankly advanced to the position that we acquire revenue 
from the issuing of licenses and in thet respect we get 
for licenses just over $500,000 in the City of Vancouver 
in that yesr. Included also in that is Poll tax, That is 
a $5.00 charge on persons, males, who do not pay a tax 
on real estate, and under that Act the city is eble to take 
over the benefit so fer as the municipality is concerned. 

THE CHAIRMAN; That $5.00 poll tax applies to all 
who do not pay taxcs on real estate? 

MR. McTAGGRT: Yes, my Lord, all males that do not 
pey taxes on real estate. 

THE CHAIRMAN: snd whet does that bring you in? 

MR. McTAGGART; That brings in $120,000, my Lond. 

Those are the main things. 

THE CHATRMAN: I shouid have thought you would have more 
than 25,000 males in Vancouver who do not pay taxes on 
real estate? 

MR. McTAGGART: Of course, we are not able to collect 
from those who are not employed. 

THE CHATRMAN: No. 

MR. McTiGGART: I think I can say with safety that our 
collection of income tax is considered to be very severe 
indeed and very general and very certain so far as our 
particular municipality is concerned. I think we make the 
most of it, sir. 

THE CHAIRMAN: Of course this might be heads of families 


and so would represent a substantial portion of the population. 


MR. McTAGGART: But those are the main sources of our 


revenue, and in 1937 that was $3,000,000 less than was necessary 
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to carry on, that was to meet the normal requirements of 
the City. If the total amout necessary had been levied 
an additional 13.4 mills would have been required ora 
total of 58.47 mills, or nearly 6 percent. of the assessed 
value. 

THE CHAIRMAN: Your tax rate in Vancouver is how 
mach? 

MR. McTAGGART: Our tax rate at present is 48.635 mile. 

THE CHAIRMAN: And what do you do about improvements? 

MR. McTAGG.RT: We tax 50 per cent. of the improvements 
only. That is our position by statute. We are not able 
to tax more than 50 per cent. 

THE CHAIRMAN: That is a very high tax rate, if you 
assess at approximately the value. 

MR. McTAGGART: Yes, the assessing in the City of 
Vancouver, my Lord, is dome by an independent body of 
Assessment Commissioners who are sworn to bring in the 
values of real estate and improvements separately at their 
actual cash value. 

THE CHAIRMAN: You say 50 percent. on improvements. 
Have you the figures of land and improvemants? 

MR. McTAGGART: I have them here, my Lord. 

THE CHAIRMAN: We will come to them later, if they 
ero in the brief, 

. McTAGGART: Yes, they are further there, my Lord. 
But there has been some misapprehension as to the fact 
that the city’s assessment has been falling for sors 
years now, the suggestion being that the city is responsibile 
itself in some way for the falling assessments, The charter 
makes it quitc clear that the assessment commissioners are 
independent and not to be controlled in any way by the city 
Council and must make a sworn estimate, as I say, of the 


value of every property within the city. 
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THE CHAIRMAN: There is no question, the valuc of 
real cstatc in all the cities of Canada, speaking in a 
gencral way, has fallen quite markedly in the past seven 
years. 

MR. McTAGG.ART: On page 8, my Lord: 

"The taxable assessed value of real estate in the 
City has dropped $58,430,782 since 1932, representing 
en annual loss in revenue of $2,625,295. The City 
of course has no control over the assessment; that 
matter is, under the City Charter, in the hands of 
an independent assessment Commission. 

Properties which have fallen to the City as a result 
of tax sale proceedings are assessed at apprxoimately 
$15,000,000." -- That is about 5 per cent. of the 

whole taxable area in the city -- “and each year further 
properties come into this category." 

That, my Lord, is an answer to the question suggested a 

moment ago, whether land tax in Vancouver is onerous or 

Whether it is nots. 

THE CHAIRMAN: Have you any figures on how much taxable 
property you have? How much would be vacant land and how 
much land with buildings? 

MR. McTAGGART: Thet will be provided presently, my 
Lord, if I might come back to it. The total tax arrears 
at the end of 1937, including arrears represented by tax 
sale properties which have fallen to the city, amounted to 
practically $10,000,000. So your Lordship sees how seriously 
that load bears upon the real estate situation in the City 
of Vancouver. 

The next item shows thet while the city has been crowding 
up its tax ~ate these revenues have nevertheless fallen from 
year to year and in that same time the provincial revenues 


apparently have been consistenly improving. 
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THE CHAIRMAN: You will he ve to make Mr. Hart Finance 
Minister for Vancouver and see if he cannot pull your reveme 
up there also. 

MR. McTi.GG..RT: We should be very glad, sir, if we 
had his services. The next item is taxation of government 
owned properties, which has just been the subject of 
discussion by Mr. Sullivan and I do not need to reed that 
further. 

THE CHAIRMAN: What are the facts about the government 
owned property in Vancouver? 

MR. McT/GGART: In 1938 we shall lose about half 
a million dollars because government owned properties are 
exempt from taxation inside the city. 

THE CHAIRMAN: Are any of those properties used 
for business purposes? 

MR. McTAGGART: Until this year, when the provincial 
legislature gave us an amendment to the Charter, lessees 
of crown lands practically escaped taxation entirely. We 
have now an amendment which was made only this year, which 
puts us on a par with other provinces in that respect, and 
now lessees of crown lands that are engaged in commercial 
pursuits pay taxes as if they were themselves the owners of 
the property. 

THE CHAIRMAN: Have you any publigutilities in 
Vancouver that do not bear municipal taxation? 

MR. McTAGGART: The Vancouver Harbour Commissioners, 
the National Harbour Board, have very extensive waterfront 
properties in the City of Vancouver and as long as they 
are used for thcir purposes, they are quite free of taxation. 
Heretofore if they were leased to private individuals, like 
grain elevators and that sort of thing, we were unable to 
reach them, but from now on under the new legislation, we 


are able to tax, as if they were the owners, those who 
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are engaged in coimercial pursuits and who are the lessees 
of the land. 
THE CHAIRMAN: That should make an important differénce 
in the exemptions. 
MR. McTAGGART: The half a million dollar figure that 
I have mentioned takes that into account, my Lord. 
"On the other hand the City is called upon to pay 
taxes levied by the two Governments such as sales 
and excise taxes, gasoline tax, motor license 1ces, 
Eto." 
And then an example is given that is brought home very 
closely to the City Council because we have just installed 
it in the administration of the city. 
"As anesemple, the City of Vancouver ,operating its 
own Mimeograph and multigraph equipment =" 
That is the cquipment for producing documents such as this 
bricf and other documents of this kind. = 
“as an economy measure for the benefit of the taxpayers, 
is compelled to pay sales tax on the 'cost of materials 
plus 220 per cent*." 
THE CHAIRMAN: Why 220 per cent? 
MR. McTAGGART: That is arbitraily fixed in the 
regulations under “The Special War Revenue Act* for that 
sort of commodity, that is all. The figures were so startling 
that they thought they ought to be mentioned, 
THE CHAIRMAN: You do not want the Dominion to increase 
its Sales Tax? 
MR. McTAGGART: No, my Lord, not that. 
Then next is set out a statement of what is called the 
problem showing what money is needed to carry on and how 


far we fall short. 


"The expenditure for the year 1937 after being 


reduced to a minimum, amounted to $14,153 ,860.56 
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$14,153,860.56 
"To arrive at what might be considered 
a basis of operation with the most 
rigid economy, there should be 
added the sum of 2,000, 000.00 
Making a total of ae ners feria a Sis bates $16 ,153,860.56 
The total revenue from all sources 
amounted to 13,202 7063.11 


Leaving a shortage of .....es $ 2,951,797.45" 
That the city needs to carry on normally and with the 
most rigid economy. 

THE CHAIRMAN: Your actual deficit was the differeme 
between $14,153,860.56 and $13,202,063.11, was it? 

MR. McTAGGART: Yes, my Lord. 

"This sets out the situation only as it appeared 
for the year 1937. It should be remembered, however, 
that the financial stress has continued for several 
years, with the result that the City has accumlated 
deficits amounting to $6,734,481.67, made up as 
follows -' 

Then that is broken down in these figures: 

"General Deficit, mainly unemployment relief, $ 2,679,103.87 
Sinking Fund instalments and Interest Deferred 3,272 ,148.05 
Superannuation Fund Deferred 185,;620s10" 
Now I should mention there our position with respect to 
sinking funds. We are by statute excused from levying for 
sinking fund. We were so excused last year and partially 
the year before and again this year we are excused from 
levying for sinking fund. 

THE CHAIRMAN: Wheat is your total funded debt? 

MR. McTAGGART: $72,000,000. So far as the super- 
annuation fund is concerned, that is a provincial measure 
which the city was obliged to enter into and which it has 
not been able to keep up to the expenditure indicated here. 

THE CHAIRMAN: Wheat does that superannuation cower? 


MR. McTAGGART: For employees of the city administration, 
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including, I think, firemen, police and the usual city 
employees. 

"Vancouver's immediate problem igs the--efore to 
secure sufficient revenues to te et the cost of 2 RUE 
essential services, and at the same time lift some 
of the tax burden now being borne by real a 

And then some remedies are Suggested: 

(7 PeThS City to be reimbursed for all expenditures 

incurred for Unemployment Relief," 

We stress,that, my Lord for this reason, that it has been 
um erstood in some quartcrs that those municipalities which 
borrowed in order to carry on unemployment relicf shold 
be relicved of that burden at some time, that is to say, 
the borrowings arc not to be repaid. However true that 
may be I do not know but the City of Vancouver has not 
borrowed, the City of Vancouver on the other hand has 
paid its way but has had to dip inbo the sinking fund to 
equalize the position. Now, what the city is anxious to 
eve is this: if the borrowings which othcr cities have 
undertaken are to be forgivon, then we must, in order to 
keep even, be able to put the similar funds back into our 
Sinking fund. 

"(2) The City to receive substantial assistance towards 

the cost of education. 

(3) The City to be relicved of all or a substantial 
part of the cost of Relief, Hospitalization, 
Health and other Social Services. 

(4) The Dominion and Provincial Governments to pay 
Municipal Taxes on all Government owned propertics, 
or altcrnatcly to relieve the City from liability 
for the payment of all and any taxes levied by 
the Governments. 


(5) No additional services to be imposcd on the City 
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"without also at the samo timc making available 
the meens of financing the cost of Same." 
That last one, my Lord, ought to be fundamental, 

THE CHAIRMAN: Tht is a matter between yoursclwes 
and the province, I am afraid we have no jurisdiction 
owcr that. 

MR. McTAGGART: Well, I shall address an argument 
in a moment indicating nevertheless that we hope that some 
notice will be taken of our plight in that respect. 

The conclusions are again emphe sizing the seriousness 
of our plight. Real Estate cannot bear the present load with 
diminishing assessments and taking into account the last 
three or four years with respect to what we have been able 
to collect, the thing becomes impossible. Our ability 
to get money is decreasing, our debt is increasing. Your 
Lordship sees how serious a pass we have come to. 

THE CHAIRMAN: It is a very difficult situation, there 
is no doubt about it, Mr. McTaggart, and we have found the 
Same situation in scveral of the cities from whom we heave 
already heard representations. 

MR. McTAGGART: I suggest that municipal institutions 
are undouttedly part of our government in Canada. The 
British North America Act allocates them, under Section 92, 
I think it is, to the provinces, but they are a fundamental 
part of our set-up and as somebody has said elready they 
function more intimately and more closely to us than the 
senior governments do. They function continuously. The 
senior legislatures sit perhaps for a month once a year 
and very oftcon at very grent distrnccs from us but our 
legislature in Vancouver, the City Council, is functioning 
from day to day, in full view of the people who are watching 
them and our executive is constantly at work in the City 


of Vancouver. They can be seen from day to day, by the 
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citizens. It is part of their daily habit to sce theso 
people. Our judicial functions, so far as tho municipality 
is conccrned, the citizens’ magistrate is sitting every dey 
and one can see whet he is doing. Now, that is a function 
of dcmocracy thet I suggest is very, very important and in 
these days of leaning towards totalitarianism, I suggest 
to this Commission it is desirable that democrary in the 
meh gee to speak, should continue, thet nothing should 
be eee that functioning of democracy in the way I 
have described. Now, there is a danger in this province, 
et least, and I think all through the west thcre is a 
dangcr of a cessation of those functions and I suggest to 
you in all scriousness thet this Commission ought to consider 
whcther the cessation of municipal functions in Western 
Canada or indeed in all Caneda is not something thet has a 
radical baring on the very problems that are to be settled 
by this Commission. In the area between the ¥rascr River 
and the mountains at the north of the City of Vancouver are 
Six municipalities. Three of those are in thehams of 
receivers, the other three are struggling, Vancouver is 
one of them. That is the area of the province which is 
most thickly populated, and that problem is not localized 
because Prince Rupert in the North and Fernic On the Eastorn 
edge of the province are also in the hands of reccivers. 
It is not locnlized in the province, and I submit there is 
& real danger thet moniciprlinstitutions as we know them 
mey not continuc doing business. Now, I need not -rgue 
they «re worth saving. | 

THE CHAIRMAN: No, there is no question as to the 
value and importance of municipal institutions in the 
government of the pcople of this country end of the importance 


of their continuing. 


MR. McTAGGART: Thcy aro the school very often from which 
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our public mon come. Mr. Chanberlnin enne from the municiprl 
institutions of Birninghan, Mr. Pattullo here cane fron 
the Mayor's chair -t Prince Rupert. These ero the erndlos, 
so to-spenk, of public men and fT suggest to the Commission 
there is a fundeanecntel principle which ought well to be 
guarded in considering the future of democracy because 
if umnicipal insitutions sre to be stifled, then we have not 
that intimrte contact with democracy as we sce it from day 
to dey which our citizens have. And if you agree that 
the municipal institution is to survive as we have it, then 
means will have to be found to permit it to continue, because 
it is being stifled to-day in Western Canada and if it is 
to continue some means will have to be found of alleviating 
the situation, otherwise muncipal institutions will continwe 
to deteriorate. And I think you may expect,if the condition 
continues, the men you want to get on municipal councils will 
hesitate to take up that work. The result,as I see Lt, he 
a possible break-down within an appreciable time unless 
some relief’ is given to nunicipal institutions in Western 
Canada. 

THE CHAIRMAN: It is a very important presentation 
you have made, Mr. McTaggart. It is now one o'clock and 
there may be some questions which Senator Farris or Mr. 
Stewart may wish to ask. 

MR. STEWART: I suggest this bricf be marked Exhibit 
1832. 

THE CHAIRMAN: Yes, this Brief will be marked Exhibit 


182. We will adjourn now until 2.30 P.M. 


EXHIBIT NO. 182 Submission by the City of 
Vancouver. 
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AFTERNOON SESSION 

The Commission resumed at 2.30 Delis 

THE CHAIRMAN: Mr. McTaggart, there may be just one 
or two questions which we would like to ask you. There is 
one question which I would like to ask in reference to 
the number of school children who have registered for 
the first time, from September to November. Have you any 
figures to indicate whether any of those families from 
which the children came were on relief, and if so, how many? 

MR. McTAGGART: No, I have not that information, 

Mr. Chairman. J doubt whether I can get it, but I should 
like to have permission to attempt it and if I can, file 
a memorandum laver. 

THE CHAIRMAN: Yes, we would be very glad to have it 
because the figures are very striking and it has a very 
strong bearing upon the question of transiency which was 
raised by Senator Farris in his Brief. I would be glad 
if you could give us information on that point. 

MR. McTAGGART: The point is to segregate these 
new comers as between those who were on relief and those who 
were put there? 

THE CHAIRMAN: You say here that 1061 pupils entered 
the schools of Vancouver for the first time from Septermber 7, 
to November 30 who came from Alberta, Saskatchewan, and 


Manitoba. Now, how many of the families from which these 


children came were on relief. We do not suppose they were 


all bank managers moving in or officials of other companies. 


If you can give us that information it will be very help- 


ful on the guestion of transients. 


MR. McTAGGART: That is, on relief in the province 


of arigin? 


THE CHAIRMAN: No, on relief after their arrival here. 
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HON. MR. PATTULLO: We will certainly be glad to try 
and furnish that, but it would depend upon how long they 
had been here, We fixed a certain date, then we changed 
the date from which we are willing to give relief. 

THE CHATRMAN: How long must they be in the province 
before they get relief? 

HON. MR. PATTULLO: I think it is one year. 

THE CHAIRMAN: That is true, it would make it difficult 
to get the information. 

HON. MR. FARRIS: Someone has already stated, I have 
forgotten who it was, that they will put up with considerable 
hardship for that year in order to qualify. 

THE CHAIRMAN: If you have any information as to whether 
they were on relief before they came, at the place of origin, 
you might give us that. The same point was made by the 
city of Winnipeg, the city of Regina and the city of Saskatoon, 
as I recall it. The point there was the moving in from 
the country to the city where there was a higher scale of 
relief. These places were objecting to the increased cost 
of relief by reason of this fact. 

MR. McTAGGART: Might I file a memorandum, then, with 
respect to that? 

CHAIRMAN: Oh yes, we would be glad to have ite 

COMMISSIONER DAFOE: You say in your brief, "That many 
of the services now imposed upon the city, mainly consisting 


of unemployment relief, hospitalization, and education, 


are in whole or in part not properly 4 municipal obligation." 


You include in that, education. If a portion of the 


educational burden is a municipal obligation, how would 


you assist in collecting it, if you dia not put it in the 


tax rate? 


MR. McTAGGART: That is assuming it could be segregated? 
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COMMISSIONER DAFOE: Yes, at present it is a levy 


on the tax rate, and there is objection to it on the grounds 


that it is not properly a levy on real estate. If you do 
not put it there, how would you suggest it should be levied, 
that is, if the city accepts responsibility for a percentage 
of educational costs? 

MR. McTAGGART: I think, sir, in that case it would 
be a provincial matter, so far as the excess is concerned. 
It would have to be the subject of a grant, or something 
of that nature. 

COMMISSIONER DAFOE: The portion which you would regard 
as belonging to Vancouver could still come out of the tax 
rate ? 

MR. McTAGGART: Yes, as a matter of fact, the whole 
thing would have to be collectabl» in the tax rate. So far 
as these extra services are concerned, it would have to be 
a@ grant-in-aid from the province, which would assume that 
they were clearly responsible for that excess. I do not 
think the mechanics of it, are insuperable, if that were 
the only objection. 

COMMISSIONER DAFOE: Probably the taxes paid by many 
people do not begin to represent the services they 


receive. 


MR. McTAGGART: That has been very apparent within 


recent years, I think. 
COMMISSIONER ANGUS: In the remedies suggested at page 


ten, there is no question of any increase or widening of 


the taxing powers of the city. Do you think the burden 


of real estate can be relieved or lightened without some 


such measure? 
I do not see how we could carry on, 


hink it 


MR. McTAGGART: 


to say nothing of increasing the purden--I do not t 
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is possible for the municipality of Vancouver to carry on 
in its present state. 

COMMISSIONER ANGUS: Even if the remedies suggested in 
B were applied? 

MR. McTAGGART: Even if the remedies suggested in 
B were applied. We must have something more than real estate 
from which to draw the necessary funds to carry on. 

COMMISSIONER ANGUS: I take it, that these suggestions, 
1,2,3,4, and 5, would involve an increase in taxation all 
over the province or Dominion? 

MR. McTAGGART: Yes, undoubtedly, I think that is the 
alternative or the cutting of some of the services. I do 
not know what services we could say, in the city of Van- 
couver, we could. cut. I think it must involve that, sir. 

COMMISSIONER ANGUS: What I wanted to put forward is 
that the citizens of Vancouver, in their capacity of citizens 
of the province or Dominion, would probably be paying quite 
as much in taxation as at present, would be paying more, 


in fact. 
MR. McTAGGART: The dollar which they paid would 


be better distributed, as we see it. 
COMMISSIONER ANGUS: Better distributed? 


MR. McTAGGART: We see that the municipal structure, 


is breaking down, and it is essential. Even if something 


else is to be broken up, we feel that the municipal insti- 


tution as a form of gov«cnment should be continued. 


GOMMISSIONER ANGUS: Do you think municipal institutions 


are best helped by widening theif taxing powers or getting 


this help from one of the senior governments. 


MR. McTAGGART: Il think the other alternative would 


just serve as @ means to an end. Whatever means might 
be available, the end might be the same. Broaden our taxing 
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powers, if you will, or give us something else beside 
real estate, from which to draw our revenue, that would 


solve our problem. On the other hand, if you relieve us 


of some of these services the same result would be obtained. 

COMMISSIONER ANGUS: If those measures, one to five, 
were applied across Canada, do you think the citizens of 
Vancouver would have any more or less? 

MR. MCTAGGART: In their pockets? 

COMMISSIONER ANGUS: Yes, in their pockets? 

MR. McTAGBART: I do not think there would be much 
difference in that respect, at the moment. I have not 
given any serious study to that, but my feeling is that 
the dollar would be better distributed. 

HON. MR. PATTULLO: Might I make an observation, here. 
I remember during one of the conferences to which the 
Rt. Hon. Mackenzie King expressed the opinion, confirming 
my own, that when the final jurisdictions were determined 
as to the taxing powers which were properly allocated, 
so far as it is humanly possible to do it, that the provinces 
should then be left in a positiom where they could get along 
within the measure of their jurisdiction without going to 
Ottawa. As soon @s we determine that position, so far as 
the Dominion and provinces are concerned, then we will take 
care of the municipal situation. The municipal situation 
is not as bad, in one sense, as it would seem, although 
I know that it is bad. In our province we have gone & 
long way towards taking over some of these services which 


were put upon the municipalities. In addition, we have 


been paying 80 per cent of the relief so that actually the 


municipalities to-day, are in a better position than they 


were before some of those services to which reference has 


been made were placed upon them--I am not speaking politically 
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only historically-— by the administration which preceded 
this one. As soon as we geta rearrangement with th 
Dominion so that we will be able to have the monics which 
are absolutely essential to the Carrying out» or tour 
responsibilities imposed upon us by the B.N.A. Act, then 
we will also be able to take care of the municipalities. 
It is, as I mentioned this morning, the great ogre of the 
whole thing is the income tax. As I said this morning, 
the Dominion walked fight ‘nto our pantry and not only 
is it making use of the wonderful larder wh?*h we had there, 
but it is driving us out. However, that is a question 
which the Commission must answer. 

THE CHAIRMAN: Have you any questions to ask, Mr. Stewart? 

MR. STEWART: No, my Lord, I have not. 

THE CHAIRMAN: Have you any questions which you would 
like to ask,Mr. Farris? 

HON. MR. FARRIS: No, thank you, I have not, sir. 

THE CHAIRMAN: We thank you for the very interesting 
bw ef which you haves presented with such force and ciarity. 

What is the number of the brief? 

MR. STEWART: It has been marked as exhibit number 182. 

SENATOR FARRIS: Mr. Grant, a barrister from Vancouver 

is here, representing the School Trustees of the province. 
He would like to be heard briefly, 

THR CHAIRMAN: Yes, we will hear Mr. Grant. 


MR. G. &. GRANT (Secretary, British Columbia School 


Trustees Association) was called: 
MR. G. A. GRANT: Your Lordship and gentlemen; the 

British Columbia Shhool Trustees 'tAssociation appreciates 

the courtesy extended to it in allowing the association to 


make representations in addition to their printed prief. 
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The brief is a very short one and will, perhaps, be a 
reiteration on some points of which you have heard this 
morning from the two gentlemen who have preceded me . I 
might say, in reading them, one should keep in mind this; 
whereas at the present moment we have approximately 
116,000 pupils in British Columbia, we are looking forward 
to the not far distant day when,perhaps, there will be double 
that number. If the cause of education is still to be 
supported through taxation on the land as, to a great 
extent, it is at present, one can see the way we are 
headed. 

THE CHAIRMAN: If you have an additional number, would 
that not involve a greater utilization of the land. You 
could hardly have that additiomal number unless you had 
a large increase in settlement. 

MR. GRANT: It would mean that, but it does not increase 
the coxtent of the land, and it is all taxed now. 

THE CHAIRMAN: No, just that land under cultivation, 
is it not? 

MR. GRANT: It might be taxed at a highcr rate, certainly, 
and there would be improvements upon it. Might I say 
somcthing apropos of something which /M&ftioned this 
morning, that there are only four municipalities which do 
not tax improvements and New Westminstcr happened to be 
one of them. 

Might I suggest that the shortest way to deal with 
this Brief would be to read it over. 

THE CHAIRMAN: Yes, you may do that. 


MR. GRANT: I will omit the first two or three para- 


graphs and quote as follows: 


"There exists grave inequality of educational 


opportunity arising from inequitable and unfair 
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"distribution of the cost," 

Might I say, that the proprtion of the cost of edu- 
cation at present paid by the province and by the localities 
of the school district are taken from the latcst public 
schools'annual report which shows that 30 per cent of 
the total cost is paid by the province and 70 per cent 
by the localitics. 

The reason, of course, for making this bald statement 
that there exists incquality of educational opportunity, 
is that some districts can afford to put up good buildings 
for their pupils and provide the equipment which is 
necessary for the most modern curriculum, such as provision 
for manual training, domestic science, and so forth. 

Whereas, in other districts, it is found impossible to 
do these things. 

T will call attention, Mr. Chairman, a little later 
to the existing figures regarding the mill rates which were 
mentioned this morning. I have the figures here showing 
all the mill rates for the province, for the cities and 
the municipalities. A little later, we will come to the 
mill rates in the unorganized districts of the province 


for educational purposes. I will now continue to quote 


from the brief: 


"This association thinks the trouble reaches 


back to Dominion-Provincial relations in that the 


only solution would appear to be a rearrangement 


providing for jnereased taxation facilities for the 


prowince." 


There has been a report made recently, in 1935, I 


heard it mentioned to-day, but of which I am not sure whether 


your Lordship ana the gentlemen of the Commission have copies. 
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It is known to us as the King Report and it is filled with 
very interesting statistics and very interesting suggestions, 
I shoutd say that the Hon. Minister of Education has 
stated that if your Lordship should find any use for it 
he would furnish copies to the Commission. On pages 80 and 
81 of that report, with reference to the statmment of the 
B.C. School Trustees, there are one or two interesting 
paragraphs. This is with regard to the relations of the 
province an Dominion in respect of taxation. In this 
report, it was suggested to the B.C. Government, that 
upon examination, or more correctly, recxamination of the 
tax structures of British Columbia reverts that practically 
all avenues of taxation open to the province and the 
municipalities have already been explored. The taxatiom 
system of British Columbia has the common defect, that, 
while it is productive in normal times, in periods of 
depression the springs dry up, while the obligations upon 
the province and the municipalitics increase. 

Of course, we must recognize that that applies to 
each community as well as the Dominion. I continues to quote 
from the King Report at page 8l: 

“Tt has been obyious, especially within the 


last year or two, that no adjustment of the taxation 


system of British Columbia can be made without a 


change in the financial relations of the Dominim 


and the provinces, and a reshifting of sources of 


revenue and of resp onsibilitios between the two. 


No picccmeal solution"-- 


I am reforring to the condition of the community-- 


"oan be successful apart from a general re- 


casting of the entire system as it affects Dominion 


provinces and municipalities." 
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It is that which is our excuse for coming here. 
THE CHAIRMAN: You say that report is referred to as 
the King Report, Mr. Grant? 
MR. GRANT: This report was prepared by H.B. King, 
technical advisor to the Commission on School Finance. 
In British Columbia there was a commission on school 
finance in 1935 and the government appointed Mr. H.B. King 
as technical advisor. 1 am not sure whether it was the 
government or the Department of Education which appointed 
Mr. King. 1+ was he, who prepared this report. He says: 
"A solution which might make provision for 
education alone merely shifts the problem, and while 
it would be of advantage for the immediate future 
to have what might appear a secure provision for 
the financing of education, before long, new prob- 
lems arising from the lack of a proper adjustment 
between the provinees and the Dominion would affect 


the financing of education along with the financing 


of all other provincial activities." 
Passing on to the next paragraph of our Brief, I read? 
"The history of educational organization in 
British Columbia, with statistics bearing upon the 


various matters incidental thereto, has been set 


forth in the report of Major King to the British 


Columbia commission on school finance, 1935, to 


which you are respectfully referred. It is proposed 


to deal with the principal fiscal reccmmendations 


of that report after meking more general observations 
and suggestions. 


tiwhile the responsibility for providing public 


education undor the B.N.A. Act is a provincial one, 
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"erants have bcon made to provinces by the Dominion 
government towards education costs. The principal 

of these amounting in all to about twenty million 
dollars were proviged under the Agricultural In- 
struction Ast, 19135, and the Technical Education 

Act, 1919, The principle of Dominion government 
grants towards the expense of technical, agricultural 
and Vocational education, should be @»proved." -- 

We are suggesting that this Commission should approve 
of such grants. 

t-and its extension might well be recommended to 
inelude other matters of Dominion-wide importance 
such as health education." 

I should have added to that parsgraph, my Lord, a 
reference to the Vocational Education Act of 1931, becuase 
at the present time there is an Act in force known ag the 
Dominion Vocational Education Act of 1931. Under this Act 
some $751,000, has boen allocated for a period of fifteen 
years, and it may be distributed among the provinces under 
agreements with the provinces in proportion to the popu. 
lation of the province in accordance with the population 
of the Dominion. I might also mention that the Dominion 


government does have the responsibility of paying for the 


cost of the education of Indians in British Columbia» Of 


122,929 Indians in the Dominion of Canada, British Columbia 


had 24,599. 


Mr. McTaggart, remarked to the Commission in this 


respect, that if there were cogent reasons for making 


these grants when they were made in 1913 and 1919, we 


suggest there are still cogent reasons for those grants 
and continue to read: 


to be madee I return to our brief, 
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"By the Public Schools Act, 1872, the provincial 
authorities gave to localities or school districts 
a@ portion of the privilege and duty of the adminis- 
tation of schools. The poovince continued for some 
16 years to bear the total cost, but in 1888 a 
portion of the responsibility for finance was placed 
upon the land-owners of these localities." 
As a matter of fact, there were only a few cities, 
Vancouver, New Westminster, and Nanaimo which had to pay 
any part of the cost of Education. I continue to read: 
" Ulwimately resulting in the loealities being 
responsible for the cost of education subject to 
aid from provincial funds. At the present time, 
that provincial aid is based upon the realtion between 
the assessable value of property in the district, and 
the number of teachers employed in the district. 
Such provincial aid is further based upon the schedules 
of standard basic salaries pixed for the purpose 
of calculating the grant. Such grant however, takes 
no account of amnual or other salary increases over 
the ‘standard basie salary. On pages 20 to 22, of 
the King Report will be found the formula for computing 
the amount of the grant." 
Might I explain there, that in British Columbia there 
exists minimum seleries for teachers. 


THE CHAIRMAN: Might I ask what that minimum salary 


is? 
MR. GRANT: It is $780.00 in elementary schools, 


#1,100 in junior high schools and$1,200 in high sbhools- 


Those arc practically fixed as minimum salaries because 
ce to which 


those arc fixed as the selaries with referen 


the government grant is madee The manner in which the 
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government grant is calculatcd is ree take that 
salary to start with and deduct from that a certain amount 
which is found by dividing into the number of teachers in 
the district either one mill in the case of certain schools 
or 1% mills, of the assessable value of the whole district, 
One takes the assessable value of the district, then you 
divide that into the number of teachers. Then you take 
$780.00 in the case of elementary schools and deduct it; 
in that way you get the calculation upon which the province 
pays--it is the balance which the province pays. 
The next paragraph shows you how that works out, 
to some extent, I quote: 
"As such assessable value varies enormously 

in different districts as also the number of school 

pupils, there arises a great variation in the burden 

of school taxes and in the ability of school districts 

to provide for education. Full particulars of these 


variations are contained in the King heport, but, 


as am example, it is found (see page 184 of the report) 


the provincial grant for teachers in elementary 
schools varied in 1935-36 from $305, to $735. and the 
required local levy per teacher in elementary schools 
from $45, to $501. There results a consequent 
variation in teachers' salaries, provision of school 
equipment, and educational opportunity generally, 


more marked since the introduction recently of 4 


modern cyrriculun throughout the whole public school 


system." 
I think I referred the Commission to this question of 
mill rates in the unorganized territory throughout the 
province. These vary very greatly. At pages 98 and 99, of 


the Kind Report, to which 1 have referred, there are printed 
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some letters from the assessors in the various districts of 
the province, AS an example, I read from number nine on 
page 98. This assessor reported; 

"Qn reference to our school register, I find 
the rates in this district for the past fow ycars 
have Varied from 1.93 to as high as 17 mills, and 
I believe a rate of approximately 6 mills would be 
fair and just to all interested or with a knowledge 
of school conditions throughout the provime." 

The next letter says: 

"The school tax levied was $15,927.49 and the 

school rates varied from 1.16 mills to 21.4 mills, 


the average school rate being 5.57 mills." 


This man is reporting from a large area dontaining quite 


@ number of school districts. He finds the great variation 


of from 1.16 to 21.4 mills levied for educational purposes. 
Taking the next paragraph in our brief, I read: 
"In the respective municipalities, the municipal 

Councils are the authorities responsible for the 
levying and collecting of taxes for school taxes as 
well as other municipal purposes. Due to increased 
school population, the sudden influx of settlers from 


the prairie provinces into several areas such as the 


Fraser Valley--" 
Might I interpolate there that I have personally come 


across cases of people coming from the prairies and having 


their relief paid for a year after they left the prairies. 


After their payments ceased at the end of a year, they had 


to go on relief here. This puts the burden of relief on 


the authorities in this provime. It seems to be natural, 


at all events, when Municipal Councils are pushed a little 


to see that they pay 4s little as possible to the school 


poard. 
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THE CHAIRMAN: You may be interested to know that 
in Saskatchewan it was represented to us, that owing to 
economic conditions the teachers in the elementary schools, 
large numbers of them, at least, were supposed to be paid 
between $200. and $300. but only received $200. a year salary. 
Some of them had to take it out in notes which werenot 
paid. 

MR. GRANT: We have heard of that, and we are exceedingly 
glad that we are not in as bad circumstances ‘«; in British 
Chalubmia, by any msoans., 

Our assessment in Barnaby, which is one of the school 
districts just out of Vancouver and where I happen to reside, 
the assessment used to be $21,000,000. and now it is 
$10,000,000, Only about 60 per cent of the taxpayers are 
able to pay their taxes at all. 

THE CHAIRMAN: We had one municipality outside of 
Winnipeg, in which, I think between 50 and 60 per cent 


of the entire aree had gone back into the hands of the 


municipality for taxes. 


MR. GRANT: There is only 30 per cent at Barnaby, but 


that is bad enough. .I continue to quote: 
"Decreased provincial grants and greatly in- 


creased burdens “or social services, the municipal 


councils are finding themselves in increasingly more 


difficult circumstances, with the resultant tendenoy 


to arastically curtail sducational empenditures. 


These circumstances have coincided with constantly 


decreasing assessment values, and result as stated 


in a serious threat to educational standards. 


This association contends, therefore, that the 


financing of education must be considered and merged 
ing our fiscal 


jn with the broader question of reform 
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"The present sources of funds for education 
are: A. Taxes levied on lnn® only in some districts 
on land and improvements in others, and in others 
on personal property also. B. Grants made by the 
provincial government based as before mentioned (see 
particulars for the various classes of schools, 
King Report pages 20 to 23)," 

Now, that is the grants payable for the teachers’ 
salaries. Might I say here, that we recognize that the 
government of British Columbia has done a very good job, 
and has endeavoured to equalize the cost to a great extent, 
so far as it could do it. It has attempted to do this 
through the mill rate system, but you cannot do it very 
well becau3e you coms across districts where there is a 
‘low mill rate, a low assessment, and many pupils as well 
as the oppositc. I continue to quote at C: 

"Special provincial government grants for 
transportation of pupils, manual training, domestio 
gmience, equipment, liabraries, puildings, etc. 

D. Fees chargeable to certain non-resident and 
over-age students, these being, however, of small 
amount. 


BE, Provision is made in the Fublic Schools Act 


for payment of a school tax by persons not otherwise 


chargeable RoS.B.C. chapter 253, Sec. 63(3) but this 


provision has been fo nd impracticable of enforcement 


in many districts." 
Now, in italics, comes our contention, my Lord. I 

quote: 
"This association contends that the inttial 


requirement in British Columbia is for immediate 


purden of school taxation either 
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"entirely, or to a very large extent from the owner 


ship of land, and for the assumption by the province 
and the Dominion of responsibility for more adequate 
educational finance. If land is to continue to bear 
any portion of the cost, a uniform equallized land 
assessment of provincial-wide scope is an urgent 
necessity." 

At page 85 of the King Report, I think that is dealt 
with a little more fully. One can readily see that unless 
there is a relationship between the assessment of land 
in one district and in another, the provincial government 
attempt is not likely to be saccessful. 

THE CHAIRMAN: Is not that in the hands of the 
provincial government. Could not the government provide 
forest. ii. i1b te, important? 

MR. GRANT: Yes, I think so, but we are trying to 

place before you the reasons wh che provincial government 
should be helped out in some way. They are doing their 
best, as it were, but still that is not going to last very 
long. It is not going to help the education of the 
province very long. I quote from our brea: 

" The King Report in its opening pages, contains 
his recommendations for the reorganization of 
educational finance, and it is proposed to discusse 
here those of them relevant to this inquiry, showing 
the reaction of this association to them. 


Recommonration number I. That the provincial govern- 


ment as soon 4s possible take over the complete 


responsibility for education, with the exception 


of intcrest and sinking fund charges for which 


municipalitics are now chargeable. This recommendation 
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reflects the vicws of this association." 

You probably say that is not a mattcr which your 
Commission could enforce. 

THE CHAIRMAN: JI think thet is a matter for Mr. Weir. 

MR. GRANT: I continue with the reading of recommenda- 
tion number 2: 

“Thet there bc a uniform provincial tax upon real 
property of from 3 to 4 mills upon the total 
assessable value of this property whorever situate. 
(Sce following recommendation number five)." 

I think a question was asked by your Lordship on this 

point this morning of some of the other gentlemen who were 
here. I heve shomyour Lordship the present tax levy in 
unorganized districts and the present tax rate levied in 
the cities and municipalities. This is shown completely 
for your Lordship,as made in the report of the Department 
of Municipal Affairs at page 15 and 14. 

THE CHAIRMAN: Of course, is this not solely a matter 
for the province? This question of a uniform provincial 
tax upon real property of from 3 to 4 mills--how do you 
suggest this Commission is to deal with that problem? 

MR. GRANT: I think, your Lordship, under the particul- 

arly wide terms of the report, you have powst to make 
very serious suggestions, even to the provinces. 


THE CHAIRMAN: We have to consider the whole question 


of taxation, that is true. 


MR. GRANT: And other allied matters; at all events, 


in order to show your Lordship the necessity, perhaps, for 


some Dominion action, I would like to just mention the 


fact that the tax rate levied jn the cities of British 


m 7-06 mills to 39,52 mills for education 


from 5 mills to 


Columbia varies fro 
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to 20.55 mills, This is a great variance, but of curse, 
the total tax levy varies still more. 

THE CHAIRMAN: Of course, Mr. Grant, I think you 
will agree with this, will you not, that desirable as it 
may bo that every child so far as it is possible, have an 
equal opportunity with every other child, in a country 
like this, such a thing is not humanly possible. People 
living in settlements distant from well-settled communities 
cannot possibly have the same facilities for csducation as 
well settled communities have. This is inherant in the 
conditions of pioneer liz:, is it not? 

MR. GRANT: To some extent, that may be true, so far 
as dealing with children from outlying districts is con- 
cerned. Of course, we are dealing with British Columbia 
as a concentration of larger administrative areas. How- 
ever, I might say, that in this province there is excellent 
provision made for the education of children in the most 
outlying areas. J will continue with the reading of 
recommendation number 4: 

"That the remaining costs of education be provi- 
ded from the Consolidated Revenue Fund of the proinvce. 
(See following Recommendation No. 5)." 

THE CHAIRMAN: That, of course, is Mr. Hart's particular 
problem. 

MR. GRANT: It was intended to point out that the 
trustees think it is better for taxes to be earmarked for 
one city department, like Education. There are some, 


of course, of our officials, who do not think so. With 


me, presenting this brief, is our first vice-president, 


Wing, J.P. Leeming and I know it is her contention that there 


should be a sales tax for educational purposes alone, 


I think the general opinion of our trustees is that there 


should not be a special tax for such a purpose, but that 
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we should get it from the consolidated revenue ‘of the 
province. JI will read recommendation namber five: 

"That further revenue be secured through an 
increase in the income tax of from 1 to 2 per cent 
upon all income now taxable (that is to say, the 
present exemptions should be continued), or from 
a general sales tax of 1 per cent, or from a com- 
bination of these two imposts." 

THE CHALRMAN: I do not quite see how that fits in 
to recommendation number 4 which is the contention that 
it be provided out of the consolidated revenue fund. Oh, 
you mean, the further revenue be secured by the province 
in that way, do you? 

MR. GRANT: Yes, that is what we mean. 

THE CHAIRMAN: I thought you were referring to the 
municipalities, 

MR. GRANT: No, to the province; there have been 
‘suggestions that the municipalities should have the power 
of taxing income. This association is entirely opposed to 
that. The gentleman who preceded me here to-day were 
perhaps more careful than this association in making sug- 
gestions. I noticed your Lordship did call for suggestions, 
and that they were carefully not given to any great extent, 


However, we have come right out here, and give suggestions. 


THE CHAIRMAN: With good Scotch frankness, once might 


say. 
MR. GRANT: We come right out here and say we think 


we should have an increase. Although it is education which 


is going to pencfit, wo think we should have a larger 


income tax. There ought to be a suggestion here that the 


Dominion should leave the income tax to the province. The 


suggestion which referred to the salés tax,raises the 


question of coustitutionality. 
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THE CHAIRMAN: Assume that the province had the 
power; do you think that is a power the province should 
have, - to enact the general sales tax. 

MR.GRANT: That is what my association thinks, yes. 
And that we know, from experiments in California or other 
places, where that tax is now segregated for educational 
purposes, and pays the whole cost of taxation, 

THE CHAIRMAN: Saskatchewan now has a 2% tax for 
education, - a sales tax for education. They have gone 
ahead, whether it is constitutional or not, they have 
imposed a 2% sales tax, called an educational tax. 

MR.GRANT: Yes. 

THE CHAIRMAN: At least, they have assumed it to be 
constitutional, and have gone ahead and imposed it. 

MR.GRANT: Well, perhaps we might manage to have it 
done likewise here. Then Mr. King‘s report, at page 82: 

"The American states have not been troubled with 
the constitutionality of the sales tax, as it is 
within their powers. The constitutionality of a sales 
tax in the Canadian provinces is in doubt, but it 
should be given consideration in the negotiations 
which eg ey es place soon between the provinces 
and the Dominion." 

Now, I heartily support that statement of Major King. 
"It's gonstitutionality may be provided for by the 
appropriate Dominion legislation. 

HON. MR.PATTULLO: Mr.Chairman, Ido not wish to interrupt 
Mr.Grant, but you will recall that the Dominion Government, - 
that is the House of Commons, actually passed a resolution 
favoring the sales tax, and I think it was at the instance 
of our Government that the Senate threw it out. 

MR.GRANT: I am depending, to some extent, your 


Lordship, on the influence of this Commission, even upon 
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the Scnate. Then *.1is paragraph : 
"As is known by most people, the obstaclo to the 
establishment of such a tax by British Columbia is 
that the courts would almost certainly doclare it 
unconstitutional as boing an indirect tax. 
Agrecment betwecn the province and the Dominion 
would be necessary, ---" and so on. 

So that we have, at all events, made a definite suggestion, 

your Lordship. 
I will now read fzom the brief: 

"It is submitted by this Association. that the 

cost of Education should not be borne by the owners 
of land as such to nearly as great an extent as at 
present but rather by the people of the Province from 
the Province's income from all sources. Education 
being a service to the state and to individuals as. 
human units and a benefit common to all should be 
paid for not by individuals who happen to own land 
rather than say shares or bonds, but by all the 
individuals vicwed as a whole according to their 
real ability to pay measured by their total income as 
a body politic. There are services to land, which are 
properly chargeable to it, but Education is not one of 
these". 

However, my Lord, you will observe that we have stated in 

recommendation No.2, which we approve of, that there 

should be at least three or four mills on land for 

education. 
THE CHAIRMAN: lt is wrong in principle, but you are 

prepared to take a small dose OF dus 
MR.GRANT: Well, wo think it is right in principle, 

I ask your Lordship to take a reference 


to some extent. 


to page 81 of that report, just for one moment. This is 
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with regard to sales tax, but this is intcresting: 

"It has been calculated that a gencral sales tax 

of one per cont in British Columbia would yicla about 

seven and a half million dollars a year, ---" which 
is about the cost of education. 

Now, before passing on I would like to give your 
Lordship one concrete example, just to show you we figure 
out that the present system is inequitable. Now, a 
school trustee at Maple Ridge gave me his figures the 
ohbher day. He has 200 acres of land, and his schol 
tax alone is just about $350, - about $700 his total tax, 
and half of that approximately for educational purposes, 
$350 . 

THE CHAIRMAN: What is the land used for? 

MR.GRANT: He does farming, general farming. Now, 

a man with the same income has a house and lot in the 
village, and his tax on land, - that is, his house and 
lot, is $10. One pays $350 towards education, and the 
other man, just because he has a house and lot instead 
of a farm and house, pays $10. One pays $350 and the 
other $10. 

THE CHAIRMAN: Of course, no ordinary farm, could 
stand that tax. Fruit growing, or some specialized form 
Peer eu bura) sr <= 

MR.GRANT: This is a general farm. 

THE CHAIRMAN: He has $700 tax on 200 acres? 

MR.GRANT: Yes. 

THE CHAIRMAN: That is an impossible tax. 

MR.GRANT: Trustee Davidson. Now, take this same 
man on his income tax, I have just worked out what he 
would pay. He has an income of $2000, he pays $350 
tax on his farm, he pays British Columbia $24 of income 

and he pays the Dominion $30 


tax, if he is singloe;. 


of incomo tax. So that on his farm land tax and income 
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tax he pays #404. Now, take the other man, with tho same 
income, and single, he pays $10 on his lana, $24, - the 
game amount, - to British Columbia for income tax, and 
$30 to the Dominion. Ho pays in all, land tax and income 
tax, ¥64, as against tho othor man, the farmor, who pays 
$404. Now, suppose that incomo is $4000, the farmer 
pays #564 of tho combincod taxes, and tho other man pays 
$224. And that is where wo want to point out, your Lordship, 
that there is an tnequitable situation with regard to 
taxes for educational purposcs in British Columbia, and 
that is why we say therc might woll be more of it put on 
to income tax. 

Wo were at the paragraph near the foot of pago 3: 

"Schools are primarily a Provincial Iastitution, 
and a provincial Government is bound to sec that they 
are provided for ail and a certain standard of 
efficiency attained. The School Law as it exists, 
except as to the source of funds used to pay the costs, 
is an admission of this statement. 

Suggestions have beon made that the Municipal 
Authorities should be given power to collect an 
Income Tax for Zducation, as in some other provinces, 
but as we have alroady in British Columbia Pwvincial 
machinery for the purpose of collecting Income Tax, 
this Association is of the opinion it should continue 
to be collectod by provincial authorities and that 
the Dominion should move towards relinquishing this 
field of taxation". 

That is a proposition more moderate in language than you 
have becn listening to with rogard to this suggestion 

about Dominion 7ncome Tax, but wo do think that there 

should come a day when that will be possible. We quite 


roalizo that tho "Income War Tax Act" was for an 
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cmorgency, but when that emorgeney is disposed of -- 

THE CHAIRMAN: Tho misfortune, of course, is it has 
not yot becn disposed of in the sense that the public debt 
now is immensely groater than it was. Then I imagine 
the annual charge on the Dominion trcasury for pensions, 
soldiers' civil ro-establishment, and other direct 
charges growing out of the War, and interest on the 
public debt, would excced one hundred million dollars at 
the present time. 

MR.GRANT: I believe that, my Lord, but of course 
the emergency part of it surely was the War, and that 
ought in time to work out "when man to man the world over 
shall brothers be", and we will get rid of this war debt. 

COMMISSIONER DAFOE: We are heading that way now, are 
we not? 

MR.GRANT: We hope so, yes. 

THE CHAIRMAN: Mr.Grant, the War created the 
emergency, but the emergency was the demand on the 
national exchequer for funds to carry on the War. Now, 
unfortunately, that demand has not ceased, and the public 
debt is continuing to accumulate and, as lsay, there must 
be one hundred million dollars a year annually directly 
chargeable to the War at the present time. 

MR.GRANT: Well, I do hope the members of this 
Commission will show as little temerity as this association 
did in making suggestions, because we believe if there 
was anothor War tomorrow and Canada took part in it 
there would be no difficulty about inereasing the income 
taz., or having the necessary money found. And we think 
education is a much more necessary and much more beneficial 
thing to the citizens of Canada. However, I will pass on. 

THE CHAIR’AN: We are glad to have suggestions; we 


aro asking for them, Mr.Grant. 
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MR.GRANT: Thon at the top of tho last page: 

"This 4ssociation while favourable to any foasible 
systcom of taxation, such as a gencral sales tax may 
be found to be, which will provide the necessary 
funds for cducation, has expressed its views as 
being against the earmarking of sources of revenue, 
its opinion being that the total or nearly the total 
ordinary expenditure of School Boards should be 
provided from the Consolidated Revenue Fund of the 
Provinces. The cost of School Buildings and other 
costs known as extraordinary expenditure of School 
Boards could still be bore chiefly by the 
Municipality or School district concerned, with 


assistance from Provincial funds.” 


There arc differences of Opinion. Some like to put up 


a stone or brick, or permanent building,and very grand 


buildings, and others,of a more temporary nature. 


And we think they should look after these mattcrs 


themselves, or at least to a largc extent. They get grants 


now from the Provincial YVovernment. 


That 


Recommendation No. 11; 

"That provision be made for the equalization of 
assessment upon a scientific basis". This Association 
belicves equalization of assessment to be essential 
in any reorganization of land taxation in British 
Columbia". 

necds no elaboration. Then, No. 1a: 

"It is recognized that relief to the Municipalitios 
is imperative and should be given at the earliest 
possible date. The restoration of grants to the 
municipalities has becn frequently asked". 
Recommendation No. 136: 

"It is recommended that future capital oxponditure 


be made upon the I pay-as-you-go" principlo, and that 
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tho procceds of approximately 1/2 mill upon tho total 

taxable roal property in tho Province bo set aside ag 

a building fund for public school purposes, (not 

including such spocial buildings as Normal School 

and University Buildings)". 

Therc is, I may say, some provision in the Public 
Schools Act at the prescnt time for a fund of this 
description, but it requires the approval of the Municipal 
Council, which makes it almost impossible to put it into 
execution at this time. 

Now, I think that is all I have to add, your Lordship 
to the printed submission. 

THE CHAIRMAN: Tho last recommcndation, I think that 
is onc of the wisest wo have had; 'The pay-as-you go! 
principle should be applied. 

MR.GRANT: I have bocn asked by the Canadian School 
Trustees Association, - I am not sure whether they have 
made any representation to your Lordship's Commissioh or 
not. 

THE CHAIRMAN: We have had representations from the 
School Trustces in Manitoba and Saskatchewan. 

MR.GRANT: There were just two points that the 
Canadian School Trustocs Association wish us to stress; 
Onc was, cquality of opportunity for Canadian boys and girls 
as betwccn provinees and districts; and the other, greater 
state aid for education, federal and provincial. 

COMMISSIONER DAFOZ: Mr.Grant, has your Association 
given any consideration to the question of who would 
control and appoint the School Teachers in the event of 
the burden of taxition, - the burden of cducational 
cost, being ecarricd by the consolidated fund? 

MR.GRANT: Yes, we have, and it is our opinion that 


there should be somo dcmocratic control still kept in the 
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districts. Now, at tho prosent timo thero aro large 
areas in British Columbia, - administrative areas, ag 
they call them, - several administrative arcas, and in 
these arcas there is no School board. There ig a direetor 
of cducation appointed by the Dopartment, but still in 
these arcas the provincial government and the Department 
of tducation at all events, has reeognized the fact that 
there should be some democratic control, or at loast, 

#2 not control, advico. These directors of cduecation 
have a comnittce, something like the old school board, 

a committec called an advisory committce, so that the 
Department does recognizc, I think, to some extont, that 
even in the ocvent of the total eost coming from these 
consolidated funds thore should still be democratic 
representation of the pcople at all events. 

COMMISSIONER JAROE: Of coursc, tho Governmont is 
democratic. 

MR.GRANT: It is, sir, but a local board, to at least 
advise with the dircctor of cducation. 

COMMISSIONER DAFOE: Some years ago I made some 
inquiries into the educational system of New South Wales, 
and as far as I know the system has not been changed. 
The tcachers there are mambers of the Civil Service, and 
the local areas have nothing to say about the teacher 
they get, and it was stated to me that one of the 
admirable features of that system was that they send 
good tcachers to areas where ordinarily they could not 
get them at all; somo of the best teachers for some 
country districts. Would you think that an improvoment 
upon the Canadian systom of local school boards, that 
raise part of the cost and appoint the teachers, and 
control them? 

MR.GRANT: I would think if tho circumstances existed 


in British Columbia as existcd in tho place you havo 
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mentioncd that it would; but <t doos not, thore would not 
be that necessity in British Columbia in ordor to gain 
a good teacher. It would not necd to be in the hands of 
the Department of Education only, I am quite satisficd 
as to that. But if it werc go, I am also satisfied 
that thc trustccs of British Columbia, ~ tho prosent school 
trustces of British Columbia arc perfeetiy willing and 
ready to sacrifice their little position Which, as you 
know, is an honorary position, for tho bencfit of pupils 
Of the province. 

THE CHAIRMAN: This bricf will be 183. 


EXHIBIT 183 - Brief of British Columbia Sehool 
Trustecs! Association. 


THE CHAIRM’N: Well then, you have quoted so extensively 
from the King Report that it had better be put in as an 
exhibit. 

MR.GRANT: The Honourable Minister of Education will 
Supply the rcquired number of copies. 


EXHIBIT 184 - School Finance in British Columbia, 
by H.B. King. 


HON. MR.WEIR: Just to amplify a statement made by 
Mr.Grant, may I say in answer to a question Mr.Yafoe asked, 
these larger administrative areas are not formed unless 
the taxpayers are willing to vote themsolves into the 
area, and they will not vote themselves out if you give 
them the opportunity. 

THE CHAIRMAN: If it is desired we should look at the 
Harper Report it had better be put in. Was there anything 
further, Mr.Grant? 

MR.GRANT: Nothing further, sir, This association 
thanks you for your attentive hearing. 

THE CHAIRMAN: We will hear the Deputy Ministers, 
and the first is Mr. Potorson. 


MR.C.B. PETERSON, Commissiomr of Income Tax, Finance 
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MR.STEWART;: I would like to have tho bricf prepared 
by Mr.Pctorson marked as oxhibit 185. 

EXHIBIT 185 - Brief prepared by Mr. C.B. Peterson, 
Commissioner of Income Tax, re 
taxation of individuals and corporations 

THE CHAIRMAN: This is a brief you have prepared, 
describing the work of your Department, Mr.Peterson? 

Would you tell us briefly the contents of the brief. 
The brief is descriptive of the work of your Department? 
Mr.Peterson: 

A.-It is prepared, based on questions submitted to us, 
covering a brief description of the provincial administa- 
tion and a brief description of the Dominion administration, 
and overlapping services and the cooperation that might 
be had between services. 

BY MR.STEWART: Q@. Mr.>eterson, would you summarize, 
without reading your brief, the description of the 
provincial administration on taxation? 

A.I have notcovered here just how our organization 
operates, and I might explain that. We have two principle 
offices, Victoria and Vancouver. Vancouver looks after 
Vancouver and New Westminster, and Victoria takes care 

of all the rest of the province. We have a staff of 
auditors at each office. The records of the two offices 
are not duplicated; I have supervision over them both, 

and I go back and forth between the two. So that Vancouver 
is an entirely self-contained office. We cover primarily 
income and output taxes, and all other taxes on corporations. 
Q. Principal among those is the income tax act of 1936° 
A. Yes; well, the Income Tax Act is of 1932. Before 
that, of course, we have had an income tax here, since 
1876, in one form or another. The particular act at the 
moment was passed in 1932. 

Q. And it is in the 1936 Revised Statutes? A. Yes. 


Q. The original act of 1876, that was not an income tax 


‘i i“ 
wa - wn 


eae a neta sat oy. 


er yee at : “4 


pitoroqidg ban G, actly saad 
' : Wail ag tahvc ui eifl : 
 Paeetet wi )seonttages eyor to Wee 


.teitd otf to at gef tos uf ped. ae 


. ey 4a? Tecea 21K y pa x) ty ¥ '. ° 


7 SNES Ven? 
-¥% 
5 hee 
— 
,ee¢ ining . 
‘ “9 t, 
= 
of a wit 
¢ 
— tq mY if ‘ 
S 


food tovilesqe lt orsk?.;: 
bas, inject wom Gem oyue 

bs test, ad? 
wbat¥to ow wid tp ebicoes act .oo itty Hens On eee 
fod aa? reve Bote . * :heoveniique ac To 


” 7 
ry a B29 
bean *v ig 


hus tpbd op - 
‘F198 Ueto ne 
0 evEey gage £: x27 segéwe bas 
eS Por Rev -Wacent . x Rooms fog 
@ivtel «=| SROL Saab gc mel -seoont os . tow seaT 
= 7 

nn L¢ "Io Zag ato L 14 wu oTta ow , @bEuae 
Mit 7a Cow coleshoeeed? seats one 4+ Zi0l eto 
~HCUE af boemag 
HBT oh Ost id ofS” $98 kre! OGF4 atid af 
S29 Gepbot ne 2on sue Peed .PCEL to ton i 


rea. Lor 


5360 


act in tho modcorn sense of the word; a graduated scale 

of taxation? 

A. No, it was a small tax because, of course, the 
requirements at that time were very small. There were 
only a few people in British Columbia at that timo. 

Q- It was included in the same category as personal 
property and real property, and paid the samo rato of 
taxation as those, did it not? is No, I do not think so; 
Up until 1926 personal property and income were always 
alternate taxes. That is, the greater was paid. In 
1926, of course, the personal property "ax was taken off 
and we substituted the gross income tax, or really a 
turn-over tax. That was in operation until 1931, when we 
put on a special revenue tax, which was one per cent, in 
addition to all other taxes. That was in effect for two 
ycars, and then we replaced that with our present Income 
Tax Act. 

Q. When was the first Income Tax Act that provided a 
graduated scale of taxation, and a scheme of exemption? 
A. Ihave the details here, and the changes that were 
made; Il have it back to 1903. At that time there was 

a graduation, first up to #5000 was at one and a half 
per cent, and above that to $10,000 it was two and a 

half per cont; and over that it was three per cent. Then, 
in 1911 thcre were made classes. It was not graduated, 

in the present sense, The rate I will quote is applicable 
to cach class; that is, class "A" was up to $2000, 

and the rate was 1%. Class "B" was between two and three 
thousand, and that was 11%, meaning that if you had an 
income of $3000 thc whole was taxed at 1z%. And class "Cc" 
went up to $4000 at 14%. Class "D" wont to $7000, at 2% , 


and over $7000, at 26%. Would you like me to trace them 


through? 
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Q@. Yes, I woulda? A. In 1917, in the carly part of 
1917, there was a surtax put on those rates ‘ucrsas- 
ing Class "C" hy a half of one per cont, ana increasing 

Class "D" by two per cont, and increasing Olass "E" by 
28%. In addition to that, if anyone had an income over 
$50,000, - I do not know how many had at that time, - 
there was another 74% put on. At the samo timo, thore 
were new classifications set up, Which carried the income 
up to $20,000, and the maximum rate was 10%. 

THE CHAIRMAN: Is that 10% on individuals? 

MR.PETERSON: If you were in class "G", which was the 
income over $20,000, you paid 10% on tho whole income. 
As I explained before, the rates applied to the class, 
to the whole income of each class. In 1921, when we 
established our present graduated rates, graduatcd as they 
are now, at that time they ran from 1% on the first $2500 
up to 15% over $25,000, at which point the rate of 10% flat 
on $25 ,000 is the same, so that anything over that it was 
10% flat on the whole amount. 
BY MR.STEWART: @. And since then there have beon changes 
in the rates, but the structure is the same? AeYeS. 

THE CHAIRMAN: I did not quite hear the last, Mr. 
Peterson. You say up to 15% on ¥25 ,000, and then 10% flat? 

MR.PETERSON: Yes, it was 15% on the last thousand, 
on the graduated scale. 

THE CHAIRMAN: Up to $25,000, and then after that, 
10% flat? 

MR.PETERSON: 10% on the whole. 

THE CHATRMAN: Just on the surplus? 

MR.-ETERSON: No, on the whole, because at that point 
the graduated rates and 10% on the whole income comes to 
the same thing. 

BY MR.STEWART: Q. The prosent Income Tax Act is administered 


by the Commissioner of Income Tax, and that is your position? 


poonbeety aD i Koad’ re 
att intnw Bee of otow ver x = ie 7 
| enone piade cts te ROL po voy .WOd, a 
ewaniy eat ait bostage seaes' ods. shat 
ow tite £500 BE Seexto nese tae 
Gel SA Sotmotiers sulted Peraid>:9 snoppag: so. Paes 
OGise text> aie ae Uh et ade acts cit Weal. cr «won . 
. Sage ROL te jodie: oar Hiker tint tc 000,356 ‘oR fet ot 
Bewirt, tede Tavs er ven? of . oneal ae af ano, 286 a 
»Pavoes Lea) ont go rat 
pagnane feed Wyad ead? mat) goats dnd 2 ‘TRS Wats. AM a 
(attA © Samih ant’ ar ord yer 2 ci aye /avtes odt ak 
vi feel oH Mood ot iup ico ofp 2 | 
Tanith ROL any bits (000, 22° o'; lo) ef @ ga wer onrotel 
TH: ARR AE Rp R8 sev 04, 6a : MOBAMIRE sine . 
| Late | lier betsubeity ats Pe) 
bane ae 1000, 25% os gt SAMAR ame! 
| a) Siiiede oH? no ROL pemeies ae 
| th baka ed? ao teuk .MAIGECARO mete oe 
thier dhat te oli solose odd no, ott ROERITER. | 
ot seme Smopit otek anid ge 4OL bos sioex hedeneauln ore 
| -aitdlt ange O68 
BMAABAE ede ot Osh dae en en? «2 ANTE WA. 
Molo heeg sacy 2: 2ede Soe har; aot gations to tonctealemod od? yi 


5362 


A. Yes. 

Q. the taxation on banks, tolograph, and express companios, 
and the output taxes on coal and minerals, are also 
administered by you? A. Yes. 

@. And the insurencse companies tax? A. 24% on their 

gross income. 

Q. In cases other than insurance companies the taxes on 
gross income, or on output, are alternate to the net income 
nar? *, That is correct. 

Q- In the case of insurance companies, however, there is 

no alternate tam? A. No alternate tax. 

Q. The ratesof taxation are set out in your brief?A.Those 
are set out briefly in order to show just what the tax 

on the whole income is at those points. It is easier 
understood that way. 

Q. And your collections, or the revenue during the year 
ending March 3lst, 1937, are also shown? A. Yes, $7,407,627.97 
Q. And of that, 76% was from corporations and the 24% 

from individuals? A.Yes. 

THE CHAIRMAT: About $5,000 ,000 from corporations, 
and $2,000,000 from individuals? 

MR.PETERSON: That is right, sir. 

THE CHAIRMAN:You have returns here from individuals, 

146,799. Does that mean that $146,790 pay income tax? 

MR. PETERSON: I have that here for you, sir. I worked 
it out. We have this one per cent deduction at source. 
That is not, I wish to explain, like the Manitoba tax, 
it igs not a tax inaddition to other taxes, it is merely 
a deduction at source, and applies on payment of the tax 
at the end of the year. The system that is followed is, 
the employer deducts cvcry month, and he sends in his 
remittance to the Department. That is mercly held in 


trust pending the roceipt at the end of the year of returns 
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from those individuals who make up that tax. Now, to get 
to your point, I think what you aro desirous of know ing 
is, that those that arc shown on thore - up to $1200, 

I am quoting from the classifications of 1957, that would 
bo the 1936 income, assessed in 1937, - those below 
$1200, filed returns numbering 83,703. Thoso are all 
persons, of course, who had deductions mado from thon, 
and they have part or all of that money coming back to 
them. There is no application for a refund required; all 
that is necessary for a person to do is to file a return 
and then if he has had more deducted from him than his 
return shows that he should pay, we automatically refund 
tie Ciftiterence. 

THE CHAIRMAN: Just on that point, if his salary 
was a thousand dollars and one per cent had been dedi tesla 
up to BIEN, would he under any condition be entitled to 
the return of the whole? He might, because of exemptions 
and so on? 

MR.PETERSON: If he were a married man and he got 
$1200, and he had $12 deducted from him, which he would 
have, he would get his whole $12 back. Well, his 
exemption is a thousand, but probably he has a dependent 
Which would take him up $200. But, of aurse, if he is a 
sivgle man with no dependents, he would have had $12 
deducted from him; his exemption is only $600, so that 
he would have $6 payable, wo tax him six and refund him 
six. 

THE CHAIRMAN: And those are the refund items which 
amount to $969,425.31 here? 

MR.PETERSON: Yes. As I understand, Mr.Chairman , 
what you are trying to got at is, actually how many 
persons below $1200 and from $1200 to $2500 really paid 


some taxes? 
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THE CHA TRMAN: That is right. 

MR.PETERSON: Well, wo mado in a hurry, but I think 
it is very accurate, an estimate of that. Wo are in the 
midst of making our refunds right now for the present year, so 
Z asked our Vancouver office to take at random a thousand 
returns, and we took a thousand returns at this office, 
and it showed that just about fifty per cent below 
$1200 got a refund in full. And of those between $1200 
and $2500, just a little under 25% of them got a refund 
in full. Now, on that basis, below #1200, there would 
be 41,850. pay a tax averaging $2.25 and in the case from 
twelve to twenty-five there would be 39,450 pay an average 
tax of $6.50. That is between $200,000 and $300,000 
altogether. Altogether those two items are $348,993.60. 

THE CHAIRMAN: Thank you. 

COMMISSIONER ANGUS: Is it possible there are people 
no pay a tax and did not put in a return at all? 

MR. PETERSON: Yes. Well, there are some instances 
where deductions are made, and that person never files 
a return. If he has any money coming back to him he never 
gets i~, but I have no means of knowing that monoy is 
refundable to him unless he does file a re“urm. 

COMMISSIONER ANGUS: It is quite possible it is not 
refundable? 

MR: PETERSON: It is quite poss.ble. 

COMMISSIONER ANGUS: And in that sense the number of 
taxpayers would be slightly larger than the numbers that 
have just becn given? 

MR.PETERSON: Yes, I would say that the amount of 
money we get from those lower classes, if you take in 
what I might call "found" money from those people who do 
not file returns that might have a refund duo to thom, 


is probably another three hundred thousand, so that would 
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be six hundred and forty-cight thousand that we got from 
those classcs. 

THE CH.IRMAN: You have 146,000 individuals listod 
here. Could you form any estimatc of the total numbor 
who actually pay a tax? 

MR.PETERSON: Well, the main number who do not pay 
any tax arc in thoso I have alrcady taken off. You soe, 
for instance, a large numbor of people in this provinee 
are paying taxcs, arc cmployess, and there would be no 
refund to thosc, -hardly any chanee of a refund being 
payablo to those above $2500 with our prosont exemptions, 
so that the balencc of them are Very Nearly all texable, 

THE CHAIRMAN: What would that make tho balance? Have 
youthe figures thore? 

MR.PETERSON: sbout ninety-two thousand. 

THE CH IRMAN: bout ninety-two thousand pay ineome 
tax. iI made an inquiry to soc how many Dominion Income 
Tax payers there were in the Provinec, and the information 
I got, in 1936 - 1937 the number was 23,157. 

MR.PETERSON: Well, they would not gct hardly any 
of those below the $2500. 

THE CHAIRMAN: No, they would not. It shows that the 
Dominion collects from 23,000, and you collect from about 
ninety some thousand. 

MR.PETERSON: Yes, I could give you, if it would be 
intercsting to you, the perccntagos of thc total taxos 
paid by individuals, paid in oach class. 

THE CHAIRMAN: Yos. 

MR.PETERSON: Those below $2500 pay 21.3% of the 
total. That is, of course, a very much different picture 
than the Dominion would havo. If you take that up to 
$5000, the percentage at that point is 36%; and taking 
that to $15,000, it is 6%.6%, so that those peoplo below 
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$15,000 pay 63.6% of the total individual tax. Now, 
a jump to tho high incomes, over $75,000, they pay 8.3%, 
and if you take that back to over $50,000, they pay 
13.8%. 

THE CHAIRMAN: How many have you in the Provineo who 
pay on $50,000 or over? Have you the figures? 


MR.PETERSON: ‘Twenty-cight. 


( Page 5368 follows ) 
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As another comvarison, I would point out that the 
incomes below $15 ,000 pay six times as much tax as those 
over $50,000. I might say I have these same figures for 
1935, That happens to be 1937. I have them for 1935 ani 
™36, though the percentages are remarkably the same in cach 
year. 

THE CHAIRMAN: Thank you very much. That gives one 
a picture of the situation as it really exists. 

HON. MR. FARRIS: Would it be interesting to have the 
Dominion on the same basis? 

THE CHAIRMAN: Yes, we can no doubt get it, Mr. Farris. 
BY MR. STEWART: 

i. Mr. Peterson,what is your cost of collection? A.. Well, 
if I might be permitted to say so, I think that the cost of 
collection as you have it stated to you by the Dominion, 

on a percentage of the collections, is not a proper basis 
to compare income taxes, the cost of collection of income 
taxese 

Q. Because in the lower scales you get many more returns 
but much less income? That is the reason for it, is it? 

A. Yes. I am not nervous about a comparison of our cost, 
we are still,on a percentage basis, a little bit lower than 
the Dominion, but if I might possibly read you what I have 
in mind: 

In the case of Income Taxes, any camparison of 
costs based on a percentage of collections is entirely 
misleading, for the reason that the revenue will go up 
or down mainly be reason of changes in the rates of 
taxation, or in business conditions, without any 


change whatever in administrative costs. For instance, 


through a scries of increases in its rate on Corporate 


incomes from 8% in 1929 to 15% in 1935, the Dominion's 


revenue from this source automatically went up by 
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"practically 100% without any additional cost being 
neccssarily incurred; yet, ona percentage of 
collections, their cost of administration shows a 
marked decrease, which does not reflect the true 
Situation. Similarly in the case of the change in 
business conditions between 1932 and 1937. Exactly 
the same number of returns, requiring exactly the 
same amount of work on their assessment, wuld 
yield a vastly greater revenue in 1937 than in 
1932; but again the cost of administration, based 
on a percentage of collections, would appear very 
auch lower in 1937 than in 1932, whereas it would 
really be just the same. 

Therefore the only proper method of comparing 
costs where taxes are concerned is, in my opinion, 
on the basis of the units of work performed in 
obtaining the revenue. The number of income tax 
returns handled would seem to serve this purpose, 
because all returns filed have to go through the 
same routine of assessment whether they yield any 
tax or not. Information returns need not be 
considered as they are merely subsidiary to the 
main purpose of obtaining and taxing the returns 
of income. At the same time it might be mentioned 
that, owing to our employer's monthly returns of 
wage deductions, our information returns would be, 
proportionately, much more numerous than the 
Dominion receives. 

In the case of the Dominion, the total number of 
returns of income in 1936 is stated in evidence 
by Mr. Ellicott at page 3530 to be as follows:- 

Individuals 
Assessable 169,301 


Non-Assessable 162,681 351,982 
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Farne rs 
Assessable o8l 
Non-Assessable 4,580 5,161 
Companies 
Assessable 5,000 
Non-Assessable 9,354 14,354 


To tal 351,497 


On this basis the unit cost for the Dominion is, cost 
of administration $2,118,210 (that is taken from the public 
accounts) divided by the nunber of retums 351,497, makes 
the cost of handling every return they receive $6.03. On 
the same basis the unit cost for the province iss cost 
$169,719.80, returns received 150,826, making a cost per 
return received $1.10. 

I might mention that I noticed Mr. Elliott didn't 
include non-assessable estates and non-assessable estates 
are not in our figures, they are treated as information 
returns so that on the figures our cost compares very 
favourably with theirs. 

Q- Now,Mr. Peterson, the Ontario income tax is collected 
by the Dominion Invome Tax Division and for the coming year 
the same would be trusof Manitoba and Prince Hdward Island. 
From purely an administrative point of view do you think 
that such an arrangement is feasible in British Columbia? 

A. Unfortunately not. Ontario, as you know, adopted the 
Dominion Act at half-rates and Manitoba's Act always has 
been,when it was enacted it was copied off the Dominion act. 
In our case we have, over the period of years, evolved a 

tax system of our own to suit our purposes and it would 
upset our whole financial set-up if we were to change that. 
I will mention points now where we differ. 

Q. I might say, Mr. Peterson, just for a moment there, that 


Mr. Elliott in giving cvidence before the Commission at Ottawa 
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pointed out that one essential to a joint operation would 
be the definition of income, that there could be no 

joint collection unless the definition of incone under 
the two acts was the sane. Is your definition the sane 
as that in the Dominion Act? A. We do not asscss the 
same taxable income as they do. 

Q- Now, I would be interested in the other points? 

A. I will just quote here: I have mentioned there are 
differences in exemptions. “nat would not be a very 
great hardship. The Dominion do not allow insurance 
premiums and we allow up to $300. The Dominion allows 

a deduction for superannuation or pension fund payments 
up to $300 and we allow the full amount paid. Charitable 
donations are allowed by the Dominion up to ten per cent. 
and by us up to five per cent. Annuities are exempt in 
the case of the Dominion up to 31,200, we exempt 50 per 
cent. I have dividends from provincial companies; now 
here is where the taxable income comes in. Of course, it 
changes in annuities toc. The Dominion taxes all dividenis 
in full. The province exempts from normal tax all provincial 
companies. That is a very material item. 

COMMISSIONER MacKAY: What was that again, Mr. Peterson? 

MR. PETERSON: The Dominion taxes fully all dividenis, 
The province exempts from normal tax all provincial dividends 
because the company has been taxed and we do not believe 
in the double taxation. 

MR. STEWART: Q. But the surtax is applied to 
provincial dividends? A. Yes, because companies are not 
liable to the surtax. I hope Dr. Angus will remind me to 
turn in a statement on that @ibject. I noticed you were 
trying to get some information from Mr. Elliott down there 
and you were not very succcssful but I have prepared a 


statement. 
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Dividends of mining companies is another point where 
our taxable income differs. Tho Dominion allows a twenty 
percent depletion allowance on dividends from mining senbateers 
We makes no such allowance because in the first place we have 
cxampted the whole of the dividend, if it is a provincial 
mine, and if it is not a provincial mine our attitude is 
that it is up to the province in which that mine operates 
to make the company a depletion allowance. Then we exempt 
the interest on the bonds of certain provincial corporations. 
I will cxplain that to you: a company cannot have a 
decuc tion from their taxable income for bond interest paid 
outside the province unicss they make a separate return 
and pay the tax at 5 per cent., that is half-rates, instcad 
of 10 per cent., 5 por cent. When they issuc hearer bonds 
they cannot tcll whether the interest is paid outside the 
province or inside the province on a bearer bond, so we 
permit them in that case, where they cannot give us a list 
of the names, they can pay the tax 20 5 per cent., then 
the holders of thosc bonds are exempt. We exempt quite a 
lot of those, and I could if you were intcrested, give 
you an indication of some of them. 

THE CHAIRMAN: I am not sure that I follow you. I 
want to be clear on ite Where bonds are issued by a 
provincial company you exempt the -- 

MR. PETERSON: The company, if it has a bond issue, 
cannot claim an exemption or cannot claim a deduction for 
the interest prid@ unless it files a separate return and pays 
the tax on that interest. That is, if it camot give us a 
list of the nemes of the persons who hold the bonds. 

THE CHAIRMAN: If it cannot give you a list of the 
persons who hold its bonds, the company must pay tax? 

MR. PETERSON: Theat is right. In order to get the 


deduction, they seve 5 per cent. by doing so. They are taxed 
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10 per cont. and they only have to pay the tax on the bonds 
at 5 percent, | 

THS CHAIRMAN: They pay 10 per cent. on incone 5 is 1t7 

MR. PETERSON: Yes. 

THE CHAIRMAN; And if thcy file e return showing they 
have to pay bond interest, they gct = 5 per cont. reduction 
on the amount they have to pay by way of bond interest? 

MR. PETERSON: No, if they pay bond interest, they 
deduct that bond interest a: en exponse and that rcduces 
their taxable income and of course that saves them 10 
per cent on that amount of money. But they can only do 
that providing they file a scparate returmm and pey the tax 
atethe 5 per cent. 

THE CHAIRMAN: Just give me a practical illustration 
as to how it works out. You have a company which has a 
bond issue of a million dollars and its interest is $50,000, 
five per cent., and that normally is part of the operating 
expense of the business and it would have to be paid before 
the company makes any profits and before your ordinary 
company income tax would apply? 

MR. PETERSON; Of course, our Act says they cannot 
deduct that if the interest is paid outside the province, 
they can only deduct it if they give us the list of the 
names of the persons to whom they pay the interest. It is 
just the same applies in wages. They cannot have a deduction 
for weges unless they give us the names of the persons to 
whom they pay those wages. 

THE CHAIRMAN: Thon assume the bonds are registcred so 
they give you a list of the bondholders. It depends upon 
whether the bonds are registered or not. They furnish you 
with a list of the bondholders, then what happens? 

MR. PETERSON: Then they are scot free, we tax the 


recipients of the interest then. 
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TH CHATRMAN: If they do not furnish you with a list 
of the bondholders, what happens? 

MR. PETERSON: Then they have to render us a return 
and pay tax on that interest themselves. 

THE CHAIRMAN: Five per cent? 

MR. PETERSON: Pinceoer cent. 

THE CHAIRMAN: And if they do not file a return they 
cannot claim any reduction at all? 

MR. PETERSON: That is it. But they all do because 
they save five per cent., as you see. 

THE CHAIRMAN: Quite. 

MR. PETERSON: Then, by reason of the company having 
filed a return and paid a tax at five per cent., that 
excmpts the recipient of the bond interest. If, for 
instance; you resided in the province here and held some of 
tho e particular bonds, the interest would be exempt. 

THE CHAIRMAN: Under your income tax act the holders 
of bonds in any British Columbia company residing outside 
the province must pay a tax of five per cent upon the amount-- 

MR. PETERSON: Not if he resides outside. If he 
resides outside the province the company must pay the tax 
in any event. If he resides inside the province, then they 
can give us a list of names if they can. 

THE CHAIRMAN: Then a company that sells its bonds 
outside the province cannot charge as part of its operating 
expense the interest it pays on its bonds? 

MR. PETERSON: Unless it pays the tax of five per cent. 
Now, as I told you. that exemption means quite a bit. There 
are a lot of companies that do that so it is not a small 
item in our tax affairs at all. The next difference is we 
have an exemption here which is valuable to some people 
in the province with income not brought into the province 


from investments that were held prior to the time that person 
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became a resident of the province. 

THE CHAIRMAN: Is that to make provision for the 
prairie people who move in? 

MR. PETERSON: Not so much the prairie people,I don't 
think, as some more wealthy people than the prairie people. 
A lot of people come to visit British Columbia and they 
would like to stay here, but they do not wish to disturb 
their investments for the time being where they are and 
they do not want to be subject to two or three axes. So 
that exemption is put in there for that purpose. Then there 
is the reciprocal allowance. 

THE CHATRMAN: They can leave them out and be exempt 
from income tax with respect to them? 

MR. PSTERSON: Yes, if they don't bring the incone 
into the province. Then, there is a reciprocal allowance 
for taxation paid to foreign jurisdictions. The Dominion 
allows 4 credit against the actual tax payable on that, 
whereas we only allow a deduction from the income as an 
expense, quite a difference. 

Then there is the earned income provisions of the 
Dominion. In the case of the Dominion this has a bearing 
on the income liable to surtax. The province has no such 
provisions but in computing surtax dividends and interest, 
which are exempt fron normal tax, must be liable for 
surtax. Then again, for the Dominion surtax, it starts 
at $5,000 before applying personal exemptions and ours 
starts at $5,000 after applying personal exemptions. 

Then, the almost insurmountable difficulty is our 
deduction at the source from wages, and the only way in which 
we can ever hope to collect money from those people below 
$2500 is by that deduction. As I have pointed out in my 
memorandum we have been at particular lengths here and gone 


to a great deal of extra expense in order to keep our taxes 
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from hitting in exactly the same places as the Dominion 
hits; so we have gone down to the lower incomes and the 
only way we can collect from those lower incomes is to 
have the expensive machincry we have of deductions at the 
sources and refunds. 

HON. MR. PATTULLO: We are collecting the nuisance 
tax. 

MR. PETERSON: As to corporations, the difference 
in respect of corporations, or to start with, we are so 
involved with corporations with alternate taxes that I 
do not sce how we could ever hope to have them tak over 
corporations, and apart from the rate of tax the main 
differences are in respect of allowances for depreciation 
and depletion, widely different from the Dominion's. In 
the case of depreciation the Dominion's schedule of 
allowances is about twice what our rate is. In the case 
of depletion the provincial allowance is made on the unit 
basis. If you get what I mean by the unit basis, if we are 
depleting the case of a mine, we take the cost of the mine 
in dollars and divide that into the ore reserve, whatever 
nee they have, and we arrive at a unit cost, which is just 
the same as arriving at a unit cost of a pair of shoes in 
a store here, and then the only allowance is that unit cost 
multiplied by the number of tons extracted. That is our 
arrangement, whereas the Dominion allows twenty-five per 
cent. of the profits of a base metal mine and thirty-three 
and one third per cent. of the profits of a gold mine. 
We would not care to adopt the Dominion's method because 
there is no rhyme or reason to it. 

THE CHAIRMAN: Don't you think you and Mr. Hlliott 
could sit down and straighten out the differences? 

MR. PETERSON: Therc is cvery rcason in the world for 


those differences, The allowance on the Dominion method is 


0377 


usually not nearly so fair for the base nétals as our 
allowance, because the base mctal mines have a very heavy 
Cxpense as opposed to gold mincs, and 25 per cent. of 
profits does not always let them get out, does not let them 
gst the cost back, whoreas a gold mine will get its cost 
back ten or twelve times over. And why? Nobody should 
have an allowance, a deduction fron tax, for more than 

they cost. 

MR. STEWART: Q. Do you maintain a staff of auditors 
for the purpose of going over the books of tax-payers? 

A. We have provision for twenty. There are cighteen on at 
the present time. The Dominion has 20, 

Q. In the province? Ae Yes. 

Q- In your opinion, could some duplication be avoided there 
by having the auditors on joint account? A. Well that 

is, as I point out in my memorandum, what we have been 
working for for years. If we could have sone co-operation 
between our audit staffs, that would eliminat ¢ all the 
trouble so far as corporations are concerned. It is no 
trouble for a corporation to make out two income tax returns, 
no trouble in the world. 

THE CHAIRMAN: There are a great many complaints that 
have come to us about having to make out two returns. 

MR. PETERSON: It would not take a corporation an hour 
to make them out. 

THE CHAIRMAN: We have had evidence, Mr. Peterson, from 
the Canadian Manufacturers Association, - I am speaking now 
from recollection, but I think my memory is correct, - that 
some Dominion Corporations which have offices in practically 
all the provinces, had to keep a staff of as many as six 
clerks to make out various governmental returns. That 
does not mean income tax returns, income was included, but 


other returns required by various governments, Dominion and 
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provincial, They said it was a real additional cost, which 
in the end must be paid by the consumer. It was an 
unnecessary expense of government because it might be 
simplified by one set of returns if agreed upon between 
the Dominion and the provinces, that could be filed and 
simply send duplicates to the other juridiction, if they 
had only agreed absolutely on a common set of returns, 

WR. PETERSON: Of course, we know from our experience 
dealing with corporations ‘here, their main complaint is 
the two sets of auditors. <A corporation will no sooner 
get the record~ put back after the Dominion pulling then 
out, than we will drop along two or three months afterwards 
and pull them out all over again. That can be absolutely 
avoided by this co-operation between our two auditing 
staffs. For instance we have between us a staff of forty 
auditors. Those forty auditors could do just twice as 
much work as they arc doing now if they turned their 
returns in to both juridictions. Two are doing the sare 
work, whereas otherwise they are doing different work. 
The other point of criticism is in the informtion return 
system to be supplied, erployees and interest paid and 
all this sort of thing, dividends. They have to supply 
the Dominion with a set and us with a copy, whereas that 
could just as easily go to one common place and be 
distributed to the two of them by a little co-operation. 
But I have suggested that of course to Ottawa. It has 
been, as I point out there, suggested away back in 1925, 
I think it is, but we have got nowhere « 

THE CHAIRMAN: The public should not be imposed upon 
by an unnecessary set of auditors and an unnecesary 
multiplication of returns if it can be simplified by 
rcasonable co-operation, there is no doubt about that. 


MR. PZTERSONP No, it secms to me so ridiculous. 
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The Dominion won't co-opcrate on that basis because they 
say that all their records are confidential, well, we both 
seek just the same things. Why try to fool ourselves 

like that? Why is it confidcntial when we can go and get 
just the same information as they have and they can go ani 
get just the same as we have. Whereas now we both have 

to go and get it, instcad of one of us going and getting 
it. 

THE CHAIRMAN: That seers pretty sound. 

MR. PETERSON; We could accorplish a very great deal 
towards cconomy and convenience to the public, just by that 
little simple co-operation which would hurt nobody. 

HON. MR. PATTULLO: Then half the staff would go on 
relict. 

MR. PETERSON: It wowld not mean that, it would 
increase the efficiency becausc every auditor brings in 
a lot of money. I would make money hand over fist if I 
could put on anothcr twenty auditors because every auditor 
earns at least ten tines his salary. So if we had just 
farty auditors doing twice as rmch work as they are now 
doing, we would be getting a whole lot more money and we 
would be able to keep our auditors. I think another 
criticism of corporations is that we are behind in our 
audits. 

THE CHAIRMAN: Quite, that is another thing. 

MR. PETERSON: With twenty auditors, you cannot audit 
the whole province every ycar. You simply cannot do it. 
So we have to try to do it here once every three years. 

We cannot do it at prescnt, whereas if we had forty auditors 
doing it, we could double it, speed up our work that much 
more. 

MR. STEWART: Q. Woerc there any points you wished to 


emphasize covered in the bricf? A. I think I come now to 
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Dr. Angus’ efforts to gct sore information about e real 
collp.rison between the taxcs. I have nade it here and 
I will put it in as an Exhibit, if I may. We were sort 
of pointed out in Ottawa as a horrible exanple of high 
taxetion in this province, so I prepared this statenent 
to show that our taxes compare very favourably with any 
of the other western provinces and it will illustrate 
that it is not so much the rate of taxation that nlatters 
as the taxable income to which you apply those rates. If 
you refer to the top of the statement you will see: 
"For coilparative purposes, and to properly illustrate the 
effect of surtaxcs, 'carned income! provisions, and 
the British Columbia exemption provided by Section 4 
(a) of the Income Tax Act (covering Provincial dividends 
and Bond Interest in specified cases), all income up to 
and including $10,000 is considered to be ‘earned? 
incone,",that is salary income, “and the excess over 
$10,000 is considered to be investment income, of 
which one half is “rom dividends of British Columbia 
Companies, and Bond Interest exempted as above by 
this Province." 
Now, I have a little note here just to illustrate 
to you in case youthink I am taking too much credit here 
in saying that that -ount of income is from provincial 
dividends. I am trying to paint the picture there as 
conditions actually exist, as our returns come in to us. 
"In attributing to Provincial dividends 50% of 
the income in excess of $10,000, the case is not 
being overstated in the case of our largest personal 
incomes. 
Our classifications show 9 incomes over $75,000, 
and the following will illustrate how much this 


exemption of Provincial dividends means to thenm:- 
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"The total of those 9 incomes is $872,367. The 
normal tax, this is where these exemptions apply 

in the act, the normal tax assessed against that 
$872,000 was only $34,000, whereas except for that 
exeliption it would have been $87,000. So that those 
9 taxpayers obtain an exemption on provincial 
dividends of 353,075 which shows that a great deal 
more than 50 per cent in those eases was fron 
provincial dividends. | 

Now taking this Exhibit, you will see I have British 
Columbia, Alberta, Saskatshewn, Manitoba, Dominion ani 
United Kingdom. You will see that the exemptions for 
family vary. Ours happens to show the lowest. If we 
took into consideration that we allow $300 for life 
insurance premiums and rons of the others do, that of 
course would make us a little more favourable even than 
this does, 

THE CHAIRMAN: Take $10,000 first as the unit. Yours 
is $2°3, Alberta $450, Saskatchewan $459, Manitoba $388, 
and Dominion $504, United Kingdon $1,712. We have not got 
up to their tax yet. The total of B. C. and Dominion, 
$987. The two together is only about half of the- income 
tax the United Kingdom charge on thcir own people. 

MR. PETERSON: That is correct. On the lower incomes 
of course the United Kingdom tax is very much higher. You 
see their rate is five per cent. to start with, five shillings 
in the pound. 

THE CHAIRMAN: Then take another bracket, take the 
$25,000. You check me and see if I am correct, Mr. Peterson. 
B. C. $2,215, Alberta $3,127, Saskatchewan $3,037, Manitoba 
$2,877, Dominion $3,777, United Kingdon $7,147, the Dominion 
and B. C. together $5,992. 

MR. PETERSON: That is correct. 
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HON. MR. EFARTIS: It jumps pretty fast after that, does 
it not? 

MR. PETERSON: We start to go higher than the United 
Kingdom at $75,000, whereas I think you were told in Ottawa 
that we startcd to go higher at $20,000. 

THE CHAIRMAN: $75,000, that is the two conbined 
you mean? 

MR. PETERSON: Yes. 

THE CHAIRMAN: $75,000, B. GC. is $12,689, Alberta is 
$18,080, Saskatchewan $16,765, Manitoba $16,579, Dominion 
$21,323, a total of $34,012 whereas the United Kingdom 
is $33,119. Yes, that is correct. It is only when you 
get above $75,000 that the combined tax of the Dominion 
and British Columbia goes above the British tax. 

MR FHTERSON;: That is right. 

COMMISSIONER ANGUS: I think the point to my conclusion 
in Ottawa was that I thought the figures given there made 
our tax appear much more oppressive than is the case for 
most people in the province. 

MR. PETERSON: It is no use considering rates alone, 
you have to consider the taxable incomes that those rates 
are applied to. 

EXHIBIT NO, 186: Comparative Statement of Income 
Taxes Payable to Each of the 
Four Western Provinces, to the 
Dominion, and to the United 
Kingdom, by a Married Taxpayer 
with One Dependent. 

I have another statenent here. I think the Chairman 
wanted some informetion in Ottewa about the United States 
and State taxcs as compared with provincial and Dominion 
taxcs. 

THE CHAIRMAN: Yes. 

MR. PaTERSON: I have a statement made out here for 
Celifornia. It is made out on just the samc basis as the 


other one except I will cxplain that in the case of the Federal 


” 


a 


4 


0383 


government of the United States they exempt the incone 
from intere st on State bonds. That is an exerption 
in the United States federal, all interest on state bonds 
is exempt. And also all intcrest on federal bonds is 
exenpt for normal tax. So this statenent is prepared to 
illustrate that exemption as well as our own. So that 

I show the same, that all incore below $10,000 is carned 
income and over $10,000 is considered to be investnent 
income of which 25 per cent. is from dividems of local 
companies and 25 per cent. from exempt bond interest. That 
is where the United States exemption would come in. On 
that basis, you see, we collpare very badly. 

COMMISSIONER MacKAY: Is California a fair sample, 
do you think? 

MR. PETERSON: I picked California. I went over 
ecveral of them. California’s rates are Low on the low 
incomes, that is they start off, they jump by $5,000 
brackets, one per cent. on the first $5,000 up to six 
per cent. at $30,000. They jump by $5,000, two percent. 
on the second $5,000, three per cent. on the third $5,000 
and so on. 

COMMISSIONER ANGUS: Are there some exemptions there 
for State and Federal aalarics? 

MR. PETERSON: The Federal Government exempts all 
state taxes. I could not give application to everything 
but I have along with me here somewhere, if you would like 
to see it, the complicated income tex forms you have to 
put in in Califomia, and United States, so 1 do not see 
why our people should complain here, if they cvery looked 
at then. 

THE CHAIRMAN: I suppose thcir satisfaction is they 
get off with a lower tax. Mr. Peterson, is the California 


tax ebout the same as the other State taxes? 
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MR. PETERSON: Yos, I picked it out as an avere gee 
I runs up higher. Very fcow of them run up to 15 per cent. 
as the California one docs. But looking over them, as I 
did, the average incor tax in the state taxes stops at 
about six per cent., but of course they are higher, they 
are graduated up more rapidly. 

THE CHAIRMAN: You sec, the total tax on a $50,000 
income in the United States is $7,055 and the total tax 
in Canada, British Columbia and Dominion,is $18,675. 

MR. PETERSON: I wish to point out that a lot of those 
weelthy people in the States take cover on State and federal 
bonds, that is the way they kcep their tax dow. It is 
for that reason the federal government can raise such 
tremendous bond issucs in their home market, they are glad 
to get them and get tax exemption. 

THE CHAIRMAN: There is a very striking difference, 
our tax is more than double their on an income of $50,000. 

MR. PETERSON: That is the case. 

THE CHAIRMAN: And on an income of $100,000 the 
combined Dominion and British Columbia tax is $50,923 ani 
the combined United States and California tax is $22,408. 

MR. PETERSON: Of course if a taxpayer in the United 
States was foolish enough to have all dividends, for 
instance, he would not fare very well at all because they 
are all taxable income. In California, for instance, 
dividends are all taxable, Income from state and federal 
bonds is all exempt. There is no allowance for federal 
incone tax. And their exemptions are of course lower, they 
are not stated there. The exemptions are $1000 for a 
single person, $2,500 for a marricd person and $400 for 
a dependent and there is no carned income credit in the 
State of California, but of course there is in the federal 


governuent. The Unitcd Statcs tax for instance give an 
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cerned incore credit which is ten per cent. up to 914,000. 
That is quite an item in their exemptions also. 

THE CHAIRMAN: Is not their corporation tax higher 
than ours? This is the individual? 

MR. PETERSON: This is the individual. The corporation 
tax is lower. 

THE CHAIRW.N: Their federal corporation tax? 

MR. PETERSON: The U. S. federal corporation tax is 
lower than our Dominion corporation tax. Those are our 
rates, the Dominion is fifteen per cent. 

THE CHAIRMAN: If you take the Doninion and British 
Columbia combined, yes, but is not the United States federal 
tax higher than our Dominion tax alone? 

MR. PETERSON: No, I am quoting the Dominion rates. 
The Dominion rate on corporations is fifteen per cent. and 
The Uses. Tederalirate up “tors, 000-ls “ohly 8 per cent. 
From there to $15,000 it is 11 per cent., from $15,000 
up to $40,000 it is 13 per cent., and over $40,000 it is 
15 per cent. So only at over $40,000 does it reach the 
Dominion rate. 

THE CHAIRMAN: I thought it got up to 20 per cent; 

I am in error there. In conrection with your corporation 
taxes here, a very substantial amount comes out of one or 
two large corporations, docs it not? 

MR. PETERSON: We do get a very substantial tax out 
of some of our mines. 

THE CHAIRMAN: I happen to be a very small stockholder 
in one and I know they pay a very substantial percentage 
of the total tax you get from corporations. 

HON. MR. FARRIS: Also a substantial percentage of what 
the whole Doninion gets. 

THE CHAIRMAN: Quite so. 


MR. PETERSON: You take in the year 1937 the income tax 
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On Mining companies and timber companies was $2,035,000 
and the total corporation tax on net income was $4,495,000 
which is 45 per cent. 45 per cent. of it came from mines 
and timber, and of course the mines were a great deal more 
than timber. 

THE CHAIRMAN: This has been so interesting, we hive 
run past the adjournment time. Is there anything more 
you wish, Mr. Stewart? 

MR. STEWART: No, I have no further questions to ask 
Mr. Peterson. 

THE CHAIRMAN: Are there some further matters you 
would like to speak on, Mr. Peterson? If so, we will 
take them in the morning. 

MR. PETERSON: I will look it up later, If there are, 
might I put in a further reference? 

THE CHAIRMAN: Yes, we would be very glad to hear 
you in the morning. It is very important and interesting 
and we thank you for the information you have given us. 

EXHIBIT NO. 187 Comparative Statement of Income 
Taxes Payable in California 
(State and Federal) and in 
British Columbia (Provincial 


and Dominion) by a Married 
Taxpayer with one Dependent. 


(The Commission adjourned at 4.40 p.m. 
until 10.30 a.m. Tuesday, March 22nd,1938) 


